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PREFACE 


This  companion  volume  to  the  Report  of  the  Investigation  of 
Korean-American  Relations  consists  of  three  appendixes.  Appendix 
A  contains  a  brief  description  of  the  origin  and  conduct  of  the 
investigation  and  a  characterization  of  the  cooperation  provided  by 
executive  branch  agencies  and  other  congressional  Korean  investi- 
gations. It  also  contains  the  authorizing  and  funding  resolutions  of 
the  inquiry  and  the  rules  under  which  it  was  carried  out.  Appendix 
B  contains  a  list  of  printed  hearings  of  the  investigation,  other 
relevant  hearings  of  the  Subcommittee  on  International  Organiza- 
tions which  occurred  prior  to  the  investigation,  and  hearings  of 
other  congressional  committees  which  were  particularly  useful  in 
the  investigation.  Appendix  C  contains  reproductions  of  some  of  the 
documents  examined  in  the  course  of  the  investigation  and  foot- 
noted in  the  report. 
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Background  to  the  Investigation  of  Korean-American 
Relations  and  the  Conduct  of  the  Investigation 

^Appendix  A  describes  the  history  and  activities  of  the  investiga- 
tion and  characterizes  the  nature  of  the  cooperation  received  from 
executive  branch  agencies  and  other  congressional  Korean  investi- 
gations. It  also  contains  the  enacting  resolutions  of  the  investiga- 
tion and  its  rules. 


APPENDIX  A 


Background  to  the  Investigation  of  Korean-American 
Relations  and  the  Conduct  of  the  Investigation 

I.  Origin  of  the  Investigation 

The  Investigation  of  Korean- American  Relations  resulted  from  the  concern  of  the 
Subcommittee  on  International  Organizations  over  what  the  policy  of  the  United 
States  should  be  in  response  to  violations  of  international  standards  on  human 
rights  in  South  Korea  by  the  Government  of  President  Park  Chung  Hee.  Three 
hearings  were  held  on  this  problem  in  1974,  four  in  1975.  They  were  part  of  an 
ongoing  series  of  hearings  on  human  rights  and  United  States  foreign  policy  which 
had  begun  in  the  fall  of  1973. 

In  the  earlier  hearings,  several  witnesses  stated  that  the  Korean  Government 
used  the  Korean  Central  Intelligence  Agency  (KCIA)  as  an  instrument  of  control 
over  the  Korean  people.  At  the  hearing  on  June  10,  1975,^  Prof.  Lee  Jai  Hyon  of 
Western  Illinois  University,  a  former  senior  Korean  diplomat,  testified  that  in  1973 
he  attended  meetings  at  the  Embassy  at  which  the  KCIA  set  forth  a  plan  to  counter 
criticism  in  the  United  States  by  employing  techniques  of  "seduction,  payoff,  and 
intimidation."  ^  Professor  Lee  reported  that  the  targets  of  the  KCIA  plan  included 
Members  of  Congress,  businessmen,  academic  institutions,  the  media,  and  the 
Korean  community  in  the  United  States.  He  cited  actual  KCIA  activities  consistent 
with  the  plan. 

The  chairman  of  the  subcommittee,  Representative  Donald  M.  Fraser,  requested 
that  the  Attorney  General  investigate  Professor  Lee's  allegations.  The  Department 
of  Justice  took  no  active  interest,  and  consequently  the  subcommittee  began  an 
inquiry  of  its  own. 

In  1976,  five  hearings  were  held  on  "Activities  of  the  Korean  Central  Intelligence 
Agency  in  the  United  States."  "^  Witnesses  testified  that  Korean-Americans  were 
being  subjected  to  harassment,  ostensibly  at  the  direction  of  the  KCIA;  that  organi- 
zations headed  by  Rev.  Sun  Myung  Moon  had  engaged  in  political  activities  in 
cooperation  with  the  KCIA;  and  that  officials  of  the  U.S.  Government  had  been 
aware — since  the  early  1970's — of  questionable  conduct  by  the  South  Korean  Gov- 
ernment in  this  country,  but  had  failed  to  take  action. 

By  the  end  of  1976,  the  subcommittee  concluded  that  the  magnitude  of  the 
allegations  and  evidence  necessitated  a  larger  scale  investigation,  adequately 
staffed,  and  specifically  authorized. 

On  February  3,  1977,  the  Committee  on  International  Relations  voted  by  commit- 
tee resolution  to  have  the  Subcommittee  on  International  Organizations  inquire  into 
relations  between  the  United  States  and  Republic  of  Korea.  Specifically,  the  sub- 
committee was  ordered  to  "*  *  *  Conduct  a  full  and  complete  investigation  and 
study  of  (1)  the  activities  (within  or  in  relation  to  the  United  States)  of  agencies, 
officials,  employees,  and  agents  of  the  Government  of  the  Republic  of  Korea  and  of 
persons  and  organizations  acting  on  behalf  of,  under  the  direction  of,  or  in  coopera- 
tion with,  such  agencies,  officials,  employees,  or  agents;  (2)  all  aspects  of  the  politi- 
cal, military,  intelligence,  economic,  educational,  and  informational  relationships 
between  the  Republic  of  Korea  and  agencies,  officials,  employees,  or  agents  of  the 
United  States  or  persons,  organizations,  and  other  entities  acting  on  behalf  of. 


'  "Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee  on  Inter- 
national Organizations  of  the  Committee  on  International  Relations,  95th  Cong.,  1st  sess.,  Pt.  1, 
June  22,  1977. 

*  "Activities  of  the  Korean  Central  Intelligence  Agency  in  the  United  States,"  hearings  before 
the  Subcommittee  on  International  Organizations  of  the  Committee  on  International  Relations, 
94th  Cong.,  2d  sess.,  Pt.  II,  June  22,  Sept.  27  and  30,  1976. 
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under  the  direction  of,  or  in  cooperation  with  such  agencies,  officials,  employees,  or 
agents;  and  (3)  such  related  matters  as  may  be  appropriate."  = 

The  subcommittee  was  to  complete  its  work  and  issue  a  report  within  18  months 
following  the  adoption  of  the  resolution.  In  January  1978,  the  Committee  on  Inter- 
national Relations  postponed  the  deadline  by  2  months  to  October  31,  1978,  a  delay 
made  necessary  because  the  subcommittee  had  not  officially  begun  work  until  April 
1977.  The  subcommittee's  investigation  was  funded  under  House  Resolution  319  and 
House  Resolution  996  at  $685,000  for  the  18  months,  with  an  additional  $10,000 
provided  under  House  Resolution  915.* 

INVESTIGATIVE  STAFF 

Beginning  in  March  1977,  the  subcommittee  assembled  a  staff  to  carry  out  the 
investigation,  chosen  for  its  investigative,  legal,  financial,  and/or  international  rela- 
tions qualifications.  This  staff,  which  eventually  numbered  20  persons,  was  distinct 
from  the  regular  staff  of  the  subcommittee  and  had  separate  offices  and  budget.  The 
exception  was  Robert  B.  Boettcher,  staff  director  of  the  subcommittee,  who  re- 
mained on  the  regular  budget  and  was  responsible  for  supervising  both  staffs.  Staff 
biographies  are  provided  below. 

Robert  B.  Boettcher  (staff  director) — Staff  director,  Subcommittee  on  Interna- 
tional Organizations  since  1971;  Foreign  Service  officer.  Department  of  State, 
1966-71,  with  service  in  Japan,  Vietnam,  and  Washington,  D.C.;  B.A.  in  history. 
Auburn  University;  M.S.  in  international  relations,  Georgetown  University. 

Michael  J.  Hershman  (deputy  staff  director)— formerly  chief  investigator  of  Fed- 
eral Election  Commission  and  National  Wiretap  Commission;  investigative  experi- 
ence with  Senate  Watergate  Committee  and  New  York  City  and  State  investigations 
of  police  and  judicial  corruption;  U.S.  Army  counterintelligence  agent  in  Germany; 
B.S.  in  criminal  justice.  City  University  of  New  York. 

Robert  Mueller  (minority  consultant) — former  Foreign  Service  information  offi- 
cer, U.S.  Information  Agency,  with  service  in  East  Asia;  Southeast  Asia  desk,  public 
affairs.  Pentagon,  1968-69;  naval  officer  with  U.S.  occupation  forces  in  Korea  and 
mainland  China,  1945-46;  A.B.  and  M.A.,  Marquette  University. 

Lawrence  B.  Sulc  (minority  consultant) — former  intelligence  officer  with  the 
Central  Intelligence  Agency;  23  years'  experience  in  intelligence  work;  B.A.  in 
economics,  Stanford  University. 

Howard  T.  Anderson  (investigator) — formerly  New  Jersey  deputy  attorney  gen- 
eral, division  of  criminal  justice;  B.A.  in  government,  Dartmouth  College;  J.D., 
Harvard  University. 

Edward  J.  Baker  (investigator) — 6  years  in  Korea  as  Peace  Corps  volunteer, 
teacher,  and  Fulbright  research  scholar;  fluent  in  Korean  language;  B.A.  in  history, 
Colby  College;  M.A.  in  East  Asian  regional  studies.  Harvard  University;  J.D.,  Yale 
University;  Ph.  D.  candidate  in  Korean  studies.  Harvard  University. 

Steven  M.  Blush  (investigator)— researcher  with  Boston  College  and  Educational 
Testing  Service;  B.A.  in  social  anthropology,  University  of  California;  M.A.  candi- 
date in  sociology,  Boston  College. 

Gordon  L.  Freedman  (investigator) — former  investigator  for  Senate  Watergate 
Committee  and  House  Subcommittee  on  Manpower  and  Civil  Service;  B.A.  in  com- 
munications theory,  Michigan  State  University. 

Edwin  H.  Gragert  (investigator) — researcher  in  Korean  and  Japanese  history  at 
Tokyo  University  and  Seoul  National  University;  fluent  in  Korean  and  Japanese 
languages;  B.A.  in  Japanese  studies,  University  of  Washington;  M.A.  in  Korean 
history,  Columbia  University;  Ph.  D.  candidate  in  East  Asian  languages  and  cul- 
tures, Columbia  University. 

Kathleen  Kadane  (investigator) — former  staff  writer  with  Tax  Analysts  &  Advo- 
cates; investigator  for  New  York  State  Assembly;  president  of  Public  Eye,  Inc., 
Pittsburgh,  Pa;  B.A.  in  history  and  philosophy,  Bryn  Mawr  College;  candidate  for 
M.S.  in  accounting,  Georgetown  University. 

Martin  J.  Lewin  (investigator) — formerly  with  GAO  Office  of  General  Counsel; 
Special  Projects  Unit,  Interstate  Commerce  Commission;  B.S.  in  economics  (account- 
ing major),  Wharton  School,  University  of  Pennsylvania;  J.D.,  University  of  Penn- 
sylvania. 

Fred  J.  Rayano  (investigator) — former  assistant  chief  investigator.  Federal  Elec- 
tion Commission;  16  years  as  investigator  for  New  York  City  Police  Department  and 


^  Resolution  authorizing  the  investigation  of  Korean-American  relations,  Committee  on  Inter- 
national Relations,  95th  Cong.,  1st  sess.,  Feb.  17,  1977.  See  p.  6  for  the  full  text. 

*H.  Res.  319  to  provide  funding  for  the  investigation  of  Korean-American  relations.  Committee 
on  International  Relations,  95th  Cong.  1st  sess.,  Mar.  9,  1977,  and  H.  Res.  996  authorizing  further 
funding  for  the  investigation  of  Korean-American  relations,  Committee  on  International  Rela- 
tions, 95th  Cong.,  2d  sess.  See  pp.  7-9  for  the  full  texts. 


New  York  State  Prosecutor's  Office;  candidate  for  degree  in  criminal  justice,  City 
University  of  New  York. 

Beverley  C.  Lumpkin  (investigator  and  administrative  officer) — former  adminis- 
trative assistant  to  chief  investigator.  Federal  Election  Commission;  experience  as 
legal  and  executive  secretary  in  Washington,  D.C.  and  Richmond,  Va. 

WiLUAM  J.  Garveunk  (research  coordinator)— former  volunteer  staff  member, 
office  of  Representative  Donald  M.  Fraser;  history  instructor.  University  of  Minne- 
sota and  University  of  North  Carolina;  B.A.  in  history,  Calvin  College;  M.A.  in 
history.  University  of  Minnesota;  Ph.  D.  candidate  in  international  relations.  Uni- 
versity of  North  Carolina. 

Ruth  L.  Good  (research  analyst) — formerly  research  assistant,  Carnegie  Endow- 
ment for  International  Peace;  intern  at  the  United  Nations,  U.S.  National  Archives, 
and  the  Coalition  to  Tax  Pollution;  B.A.  in  American  Studies,  Yale  University;  M.A. 
candidate  in  international  relations,  the  Johns  Hopkins  University. 

David  P.  Hauck  (research  analyst) — formerly  consultant,  with  Rand  Corp.;  re- 
search assistant.  University  of  Michigan  Center  for  Japanese  Studies;  B.A.  in  politi- 
cal science,  Oberlin  College;  M.A.  in  political  science,  University  of  Michigan. 

Sue  Slotnick  (research  analyst) — formerly  research  writer  for  SANE  (author  of 
published  study  on  U.S.  relations  with  South  Korea);  B.A.  in  international  relations. 
University  of  Michigan. 

Sharon  M.  Willcox  (research  assistant) — B.A.  in  political  science,  Williams  Col- 
lege, 1978. 

Carol  Cavaney  (staff  assistant) — formerly  secretary  at  Environmental  Protection 
Agency;  B.A.  in  German,  Vassar  College;  M.S.  in  German,  Georgetown  University. 

Shea  Harris  (staff  assistant) — formerly  secretary  in  the  Office  of  Compliance, 
Federal  Election  Commission. 

II.  The  Conduct  of  the  Investigation 

During  the  first  few  weeks  in  April  1977,  the  staff  attended  seminars  on  Korean 
history,  language,  and  culture.  Emphasis  was  given  to  the  evolution  of  Korean- 
American  relations — military,  political,  and  economic.  Following  the  seminars,  the 
subcommittee  addressed  the  scope  and  content  of  the  investigation  and  where  it  was 
to  begin.  Since  the  mandate  was  broad  and  the  staff  relatively  small,  each  issue  or 
allegation  could  not  be  addressed  simultaneously.  Priorities  were  based  on  the 
amount  of  information  on  hand;  the  prospect  of  a  conclusive  inquiry  into  the 
allegation;  and  the  importance  of  the  issue  in  relation  to  the  mandate. 

One  of  the  first  actions  of  the  subcommittee  was  to  adopt  rules  for  the  investiga- 
tion.* These  provided  the  guidelines  for  conducting  the  probe  and  conformed  to  the 
Rules  of  the  House  of  Representatives  and  the  Committee  on  International  Re- 
lations. In  the  areas  of  confidentiality  and  security  of  investigative  files,  however, 
they  went  beyond  House  and  full  Committee  rules.  For  example,  the  rules  of  the 
investigation  provided  that  no  member  of  the  subcommittee  or  subcommittee  staff 
could  disclose  the  content  of  any  material  or  information  gathered  in  the  course  of 
the  investigation  except  as  authorized  by  the  subcommittee.  House  rules  require 
confidentiality  only  for  classified  or  executive  session  material.  In  addition,  all 
subcommittee  staff  were  required  to  sign  nondisclosure  agreements,  not  required 
under  House  rules. 

relations  with  the  executive  branch 

The  subcommittee,  after  adoption  of  the  rules,  began  to  negotiate  with  various 
executive  branch  agencies  for  access  to  information  in  their  files,  including  classi- 
fied information,  as  well  as  to  their  personnel.  The  accessibility  of  documents  and 
personnel  was  considered  vital,  particularly  in  investigating  allegations  of  executive 
branch  awareness  of  questionable  Korean  activities.  Fulfilling  the  subcommittee's 
requests  sometimes  required  many  hours  of  searching  for  documents,  and  lengthy 
interviews. 

Satisfactory  agreements  were  reached  with  all  but  one  agency,  and  generally  the 
subcommittee  found  officials  to  be  helpful,  although  access  to  materials  and  cooper- 
ation did  vary  from  agency  to  agency.  The  investigation  benefited  from  the  assist- 
ance of  the  Agency  for  International  Development,  the  Securities  and  Exchange 
Commission,  the  Immigration  and  Naturalization  Service,  the  International  Com- 
munication Agency,  and  the  Department  of  Agriculture.  The  Departments  of  Com- 
merce and  Treasury  were  likewise  responsive  to  the  few  requests  made.  The  sub- 
committee has  also  expressed  its  gratitude  to  one  segment  of  the  U.S.  intelligence 
comm.unity  which  was  particularly  cooperative. 


*  Rules  of  the  investigation  of  Korean-American  relations,  pp.  10-18  for  full  text. 
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Assistance  from  the  Departments  of  State  and  Justice  was  of  the  highest  impor- 
tance. The  frequency  and  volume  of  requests  perhaps  accounted  for  the  seeming 
delays  in  their  responding.  In  the  case  of  the  Department  of  Justice,  which  was 
conducting  its  own  Korean  investigation,  some  information  could  not  be  made 
available.  The  Internal  Revenue  Service,  potentially  an  important  source,  is  prohib- 
ited by  law  from  providing  tax  records  to  a  congressional  committee  unless  the 
House  of  Representatives  votes  in  favor  of  each  request. 

The  Federal  Bureau  of  Investigation  proved  somewhat  recalcitrant.  As  a  result, 
the  subcommittee  had  to  look  elsewhere  for  answers  to  key  questions  about  actions 
taken  by  the  FBI  in  response  to  improper  or  illegal  Korean  activities  in  the  United 
States. 

Assistance  from  the  Department  of  Defense  was  variable.  It  was  forthcoming  on  a 
number  of  subjects,  but  assistance  by  the  General  Counsel  of  the  Department  was 
limited,  creating  problems  for  the  conduct  of  the  investigation. 

In  general,  the  subcommittee's  investigation  benefited  substantially  from  the 
cooperation  received  from  the  executive  branch.  Much  of  the  information  proved 
invaluable.  In  some  subject  areas,  particularly  those  in  which  the  Korean  Govern- 
ment would  not  cooperate,  important  questions  would  have  gone  unanswered  with- 
out authoritative  information  from  the  executive  branch. 

RELATIONS  WITH  OTHER  KOREAN  INVESTIGATIONS 

The  Investigation  of  Korean-American  Relations  was  one  of  four  congressional 
inquiries  into  the  Korean  scandal.  The  others  were  conducted  by  the  House  Commit- 
tee on  Standards  of  Official  Conduct  (House  Ethics  Committee),  the  Senate  Ethics 
Committee,  and  the  Senate  Select  Committee  on  Intelligence.  Each  inquiry  had  a 
separate  mandate  and  was  independent  of  the  others.  However,  overall  there  was 
cooperation,  and  the  Investigation  of  Korean-American  Relations  benefited  from  the 
exchange  of  information.  At  the  request  of  the  House  Ethics  Committee,  the  sub- 
committee postponed  or  canceled  certain  projects  in  order  to  avoid  conflicts. 

INVESTIGATIVE  ACTIVITIES 

By  the  end  of  the  investigation,  subcommittee  staff  had  interviewed  over  1,500 
persons  in  11  countries  and  28  States  and  had  issued  123  subpenas.  Thousands  of 
documents  from  government  agencies,  private  organizations,  and  individuals  were 
examined.  The  subcommittee  held  20  hearings,  at  which  37  witnesses  testified  under 
oath.  In  preparing  this  report,  the  investigative  findings  were  reviewed  and  conclu- 
sions and  recommendations  developed.  A  number  of  the  recommendations  call  for 
further  action  by  the  executive  branch  and  various  congressional  committees.  It  is 
the  strong  hope  of  the  subcommittee  that  these  matters  will  be  pursued. 


III.  Authorizing  and  Funding  Resolutions  for  the  Investigation  of  Korean- 
American  Relations 

[95th  Cong.,  1st  Sess.,  Feb.  3,  1977] 

COMMITTEE  RESOLUTION  Instructing  the  Subcommittee  on  International  Orga- 
nizations to  inquire  into  certain  matters  respecting  relations  between  the  United 
States  and  the  Republic  of  Korea. 

Resolved,  That  (a)  the  Subcommittee  on  International  Organizations  (hereinafter 
in  this  resolution  referred  to  as  the  "subcommittee")  shall  conduct  a  full  and 
complete  investigation  and  study  of  (1)  the  activities  (within  or  in  relation  to  the 
United  States)  of  agencies,  officials,  employees,  and  agents  of  the  Government  of  the 
Republic  of  Korea  and  of  persons  and  organizations  acting  on  behalf  of,  under  the 
direction  of,  or  in  cooperation  with,  such  agencies,  officials,  employees,  or  agents;  (2) 
all  aspects  of  the  political,  military,  intelligence,  economic,  educational,  and  infor- 
mational relationships  between  the  Republic  of  Korea  and  agencies,  officials,  em- 
ployees, or  agents  of  the  United  States  or  persons,  organizations,  and  other  entities 
acting  on  behalf  of,  under  the  direction  of,  or  in  cooperation  with  such  agencies, 
officials,  employees,  or  agents;  and  (3)  such  related  matters  as  may  be  appropriate. 
The  subcommittee  shall  report  to  the  committee  the  results  of  such  investigation 
and  study  as  soon  as  practicable  but  in  no  case  later  than  18  months  after  the  date 
of  the  adoption  of  this  resolution. 

(b)  For  the  purpose  of  carrying  out  this  resolution,  the  subcommittee  shall  have 
the  power  to  issue  subpenas  in  the  conduct  of  its  investigations  and  activities  only 
when  authorized  by  a  majority  of  the  members  of  the  subcommittee  voting,  a 
majority  being  present,  and  the  chairman  of  the  committee  shall  have  the  power  to 


issue,  upon  request  of  the  chairman  of  the  subcommittee,  subpenas  in  the  conduct  of 
the  subcommittee's  investigations  and  activities.  Subpenas  issued  by  the  subcommit- 
tee shall  be  signed  by  the  chairman  of  the  subcommittee  and  may  be  served  by  any 
person  designated  by  the  chairman  of  the  subcommittee;  and  subpenas  issued  by  the 
chairman  of  the  committee  shall  be  signed  by  him  and  may  be  served  by  any  person 
designated  by  him. 

(c)  In  addition  to  staff  members  authorized  for  the  subcommittee  under  Rule  9  of 
the  committee,  the  chairman  of  the  subcommittee  is  authorized  to  employ  such 
investigators,  attorneys,  consultants,  or  organizations  thereof,  researchers  and  cleri- 
cal, stenographic,  and  other  staff  and  assistance,  and  to  expend  such  sums  for  travel 
of  members  and  staff  of  the  subcommittee,  as  may  be  necessary  to  carry  out  this 
resolution,  except  that  sums  expended  to  carry  out  this  resolution  may  not  exceed 
the  amount  made  available  to  the  committee  for  the  purpose  of  conducting  an 
investigation  and  study  of  the  matters  described  in  subsection  (a)  plus  such  addition- 
al amounts  as  the  committee  may  make  available  for  such  purpose. 

(d)  The  subcommittee  shall  establish  such  procedures,  consistent  with  the  rules  of 
the  committee  (including  any  procedures  established  under  rule  15  of  the  committee 
with  respect  to  access  to  classified  information)  and  of  the  House  of  Representatives, 
as  may  be  necessary  to  prevent  the  unauthorized  disclosure  of  information  and 
testimony  taken  in  excessive  session  or  obtained  by  other  means. 


[95th  Cong.,  2d  Sess.,  Feb.  2,  1978] 

COMMITTEE  RESOLUTION  Extending  the  period  during  which  the  Subcommittee 
on  International  Organizations  is  to  conduct  its  Investigation  of  Korean-American 
Relations. 

Resolved,  That,  notwithstanding  the  last  sentence  of  subsection  (a)  of  the  commit- 
tee resolution  entitled  "Committee  Resolution  instructing  the  Subcommittee  on 
International  Organizations  to  inquire  into  certain  matters  respecting  relations 
between  the  United  States  and  the  Republic  of  Korea,"  adopted  by  the  committee 
on  February  3,  1977,  the  Subcommittee  on  International  Organizations  shall  report 
to  the  committee  the  results  of  the  investigation  and  study  required  by  that  resolu- 
tion as  soon  as  practicable  but  in  no  case  later  than  October  31,  1978. 


[H.  Res.  319,  95th  Cong.,  1st  sess.,  Mar.  9,  1977] 

RESOLUTION  To  provide  funds  for  the  expenses  of  the  investigation  and  study 
authorized  by  a  resolution  adopted  on  February  3,  1977  by  the  Committee  on 
International  Relations. 

Resolved,  That  effective  from  January  3,  1977,  the  expenses  of  the  investigations 
and  studies  to  be  conducted  by  the  Committee  on  International  Relations,  acting 
through  its  Subcommittee  on  International  Organizations,  pursuant  to  the  resolu- 
tion adopted  on  February  3,  1977,  the  Committee  on  International  Relations,  not  to 
exceed  $300,000,  including  expenditures  for  the  employment  of  investigators,  attor- 
neys, individual  consultants  or  organizations  thereof,  and  clerical,  stenographic,  and 
other  assistants,  shall  be  paid  out  of  the  contingent  fund  of  the  House  on  vouchers 
authorized  by  such  committee,  signed  by  the  chairman  of  such  committee,  and 
approved  by  the  Committee  on  House  Administration.  However,  not  to  exceed 
$11,000  of  the  amount  provided  by  this  resolution  may  be  used  to  procure  the 
temporary  or  intermittent  services  of  individual  consultants  or  organizations  thereof 
pursuant  to  section  202(i)  of  the  Legislative  Reorganization  Act  of  1946  (2  U.S.C. 
72a(i);  but  this  monetary  limitation  on  the  procurement  of  such  services  shall  not 
prevent  the  use  of  such  funds  for  any  other  authorized  purpose. 

Sec.  2.  No  part  of  the  funds  authorized  by  this  resolution  shall  be  available  for 
expenditure  in  connection  with  the  study  or  investigation  of  any  subject  which  is 
being  investigated  for  the  same  purpose  by  any  other  committee  of  the  House,  and 
the  chairman  of  the  Committee  on  International  Relations  shall  furnish  the  Com- 
mittee on  House  Administration  information  with  respect  to  any  study  or  investiga- 
tion intended  to  be  financed  from  such  funds. 

Sec.  3.  The  authorization  granted  by  this  resolution  shall  expire  immediately 
prior  to  noon  on  January  3,  1978. 
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Sec.  4.  Funds  authorized  by  this  resolution  shall  be  expended  pursuant  to  regula- 
tions established  by  the  Committee  on  House  Administration  in  accordance  with 
existing  law. 


[H.  Res.  915,  95th  Cong.,  1st  sess.] 

RESOLUTION 

Resolved,  That  (a)  there  shall  be  paid  out  of  the  contingent  fund  of  the  House  of 
Representatives,  in  accordance  with  subsection  (b),  for  the  period  beginning  January 
3,  1978,  and  ending  at  the  close  of  March  31,  1978,  such  sums  as  may  be  necessary 
for  the  continuance  of  necessary  projects,  activities,  operations,  and  services,  by 
contract  or  otherwise,  including  payment  of  staff  salaries  for  services  performed  by 
the  Committee  on  International  Relations,  acting  through  its  Subcommittee  on 
International  Organizations,  in  carrying  out  the  investigations  and  studies  author- 
ized by  the  resolution  adopted  by  that  committee  on  February  3,  1977  (such  investi- 
gations and  studies  hereafter  in  this  resolution  being  referred  to  as  the  "Investiga- 
tion of  Korean-American  Relations"). 

(b)  For  purposes  of  the  Investigation  of  Korean-American  Relations,  the  Commit- 
tee on  International  Relations  shall  be  entitled,  for  each  month  or  portion  of  a 
month  occurring  during  the  period  specified  in  subsection  (a),  to  payments  out  of  the 
contingent  fund  of  the  House  of  Representatives  in  amounts  equal  to  one-ninth  of 
the  total  amount  authorized  for  use  for  such  Investigation  during  the  first  session  of 
the  ninety-fifth  Congress  by  H.  Res.  319,  adopted  March  9,  1977. 

Sec.  2.  For  the  period  beginning  December  1,  1977,  and  ending  at  the  close  of 
March  31,  1978,  not  to  exceed  $10,000  in  expenses  for  foreign  travel  on  official 
business  by  members  and  staff  of  the  Subcommittee  on  International  Organizations 
of  the  Committee  on  International  Relations  in  carrying  out  the  Investigation  of 
Korean-American  Relations  shall,  to  the  extent  that  such  expenses  are  in  excess  of 
the  amounts  available  for  such  expenses  under  the  first  section  of  this  resolution  or 
under  H.  Res.  319,  adopted  March  9,  1977,  be  paid  out  of  the  contingent  fund  of  the 
House  of  Representatives. 

Sec.  3.  Amounts  authorized  by  section  2  of  this  resolution  or  by  H.  Res.  319, 
adopted  March  9,  1977,  for  the  Committee  on  International  Relations  for  purposes  of 
the  Investigation  of  Korean-American  Relations  shall  not  be  considered  as  payments 
authorized  for  use  by  the  Committee  on  International  Relations  during  the  first 
session  of  the  ninety-fifth  Congress  in  determining  the  entitlement  of  that  Commit- 
tee to  payments  out  of  the  contingent  fund  under  the  first  section  of  H.  Res.  879, 
adopted  November  2,  1977. 

Sec.  4.  The  entitlement  of  the  Committee  on  International  Relations  to  payments 
out  of  the  contingent  fund  of  the  House  of  Representatives  pursuant  to  the  provi- 
sions of  this  resolution  shall  cease  to  be  effective  on  the  effective  date  of  the 
primary  expense  resolution  adopted  with  respect  to  the  Investigation  of  Korean- 
American  Relations. 

Sec.  5.  Funds  authorized  by  this  resolution  shall  be  expended  pursuant  to  regula- 
tions established  by  the  Committee  on  House  Administration  in  accordance  with 
law. 


[H.  Res.  996.  95th  Cong.,  2d  sess.,  Kept.  No.  95-966] 

RESOLUTION* 

Resolved,  [That  effective  from  January  3,  1978,  the  expenses  of  the  investigation 
and  study  to  be  conducted  by  the  Committee  on  International  Relations,  acting 
through  its  Subcommittee  on  International  Organizations,  pursuant  to  the  resolu- 
tion adopted  on  February  3,  1977,  by  the  Committee  on  International  Relations,  not 
to  exceed  $412,935,  including  expenditures  for  the  employment  of  investigators, 
attorneys,  individual  consultants  or  organizations  thereof,  and  clerical,  stenograph- 
ic, and  other  assistants,  shall  be  paid  out  of  the  contingent  fund  of  the  House  on 
vouchers  authorized  by  said  committee,  signed  by  the  chairman  of  said  committee, 
and  approved  by  the  Committee  on  House  Administration.  However,  not  to  exceed 
$9,000  of  the  amount  provided  by  this  resolution  may  be  used  to  procure  the 
temporary  or  intermittent  services  of  individual  consultants  or  organizations  there- 
of, pursuant  to  section  202(i)  of  the  Legislative  Reorganization  Act  of  1946  (2  U.S.C. 


«Bold  brackets  equal  canceled  type.  Strike  out  all  after  "Resolved" and  insert  the  part  printed 
in  italic. 


72a(i)),  but  this  monetary  limitation  on  the  procurement  of  such  services  shall  not 
prevent  the  use  of  such  funds  for  any  other  authorized  purpose. 

[Sec.  2.  No  part  of  the  funds  authorized  by  this  resolution  shall  be  available  for 
expenditure  in  connection  with  the  study  or  investigation  of  any  subject  which  is 
being  investigated  for  the  same  purpose  by  any  other  committee  of  the  House,  and 
the  chairman  of  the  Committee  on  International  Relations  shall  furnish  the  Com- 
mittee on  House  Administration  information  with  respect  to  any  study  or  investiga- 
tion intended  to  be  financed  from  such  funds. 

[Sec.  3.  The  authorization  granted  by  this  resolution  shall  expire  at  the  close  of 
October  31,  1978. 

[Sec.  4.  Funds  authorized  by  this  resolution  shall  be  expended  pursuant  to 
regulations  established  by  the  Committee  on  House  Administration  in  accordance 
with  existing  law.] 

That  effective  from  January  3,  1978,  the  expenses  of  the  investigation  and  study  to  he 
conducted  by  the  Committee  on  International  Relations,  acting  through  its  Subcom- 
mittee on  International  Organizations,  pursuant  to  the  resolution  adopted  on  Febru- 
ary 3,  1977,  by  the  Committee  on  International  Relations,  not  to  exceed  $375,000 
including  expenditures  for  the  employment  of  investigators,  attorneys,  individual 
consultants  or  organizations  thereof,  and  clerical,  stenographic,  and  other  assistants, 
shall  be  paid  out  of  the  contingent  fund  of  the  House  on  vouchers  authorized  by  said 
committee,  signed  by  the  chairman  of  said  committee,  and  approved  by  the  Commit- 
tee on  House  Administration.  However,  not  to  exceed  $9,000  of  the  amount  provided 
by  this  resolution  may  be  used  to  procure  the  temporary  or  intermittent  services  of 
individual  consultants  or  organizations  thereof,  pursuant  to  section  202(i)  of  the 
Legislative  Reorganization  Act  of  1946  (2  U.S.C.  72a(i));  but  this  monetary  limitation 
on  the  procurement  of  such  services  shall  not  prevent  the  use  of  such  funds  for  any 
other  authorized  purpose. 

Sec.  2.  No  part  of  the  funds  authorized  by  this  resolution  shall  be  available  for 
expenditure  in  connection  with  the  study  or  investigation  of  any  subject  which  is 
being  investigated  for  the  same  purpose  by  any  other  committee  of  the  House,  and  the 
chairman  of  the  Committee  on  International  Relations  shall  furnish  the  Committee 
on  House  Administration  information  with  respect  to  any  study  or  investigation 
intended  to  be  financed  from  such  funds. 

Sec.  3.  The  authorization  granted  by  this  resolution  shall  expire  at  the  close  of 
October  31,  1978. 

Sec.  4-  Funds  authorized  by  this  resolution  shall  be  expended  pursuant  to  regula- 
tions established  by  the  Committee  on  House  Administration  in  accordance  with 
existing  law. 
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IV.  Rules  of  the  In\t:stigation  of  Korean-American  Relations 

(Adopted  June  1 1977) 

Rule  1. — General  Provisions 

1.1  The  Rules  of  the  House,  and  in  particular  the  committee  rules 
enumerated  in  clause  2  of  rule  XI,  and  the  rules  of  the  Committee  on 
International  Relations,  are  the  Rules  for  the  Invest i<^ation  of  Korean- 
American  Relations,  Subcommittee  on  International  Organizations, 
to  the  extent  applicable. 

1.2  DeflnitioTis. — For  the  purpose  of  these  Rules  the  following 
definitions  are  applicable : 

{a)  "Chairman"  means  chairman  of  the  Subcommittee  on  Inter- 
national Organizations,  unless  otherwise  indicated. 

{h)  "Committee  Resolution"  means  the  committee  resolution 
adopted  by  the  Committee  on  International  Relations  on  February  3, 
1977,  instructing  the  Subcommittee  on  International  Organizations  to 
inquire  into  certain  matters  respecting  relations  between  the  United 
States  and  the  Republic  of  Korea. 

(c)  "Investigation"  means  the  investigation  authorized  pursuant  to 
the  Committee  Resolution  ado))ted  on  February  8,  1077,  by  the  Com- 
mittee on  International  Relations  instructing  the  Subcommittee  on 
International  Organizations  to  inquire  into  certain  matters  respecting 
relations  between  the  United  States  and  the  Republic  of  Korea. 

(d)  "Subcommittee"  means  the  Investigation  of  Korean- American 
Relations,  Subcommittee  on  International  Organizations. 

{e)  "Subcommittee  Staff"  means  employees  of  the  Investigation 
of  Korean-American  Relations,  Subcommittee  on  International 
Organizations,  consultants  to  the  Investigation,  employees  of  other 
governmental  agencies  detailed  to  or  otherwise  working  with  the 
Investigation,  employees  of  Members  of  the  Subcommittee  detailed  to 
or  otherwise  working  with  the  Investigation,  or  any  other  person 
engaged  by  contract  or  otherwise  to  perform  services  for  or  at  the 
request  of  the  Subcommittee. 

Rule  2. — Meetings  and  Hearings 

2.1  Meetings  may  be  called  by  the  Subcommittee  Chairman  as  he 
may  deem  necessary  or  at  the  request  of  a  majority  of  the  Subcommit- 
tee. The  Subcommittee  Chairman  shall  set  meeting  dates  with  a  view 
toward  avoiding  simultaneous  scheduling  of  the  Committee  on  Inter- 
national Relations  or  Subcommittee  meetings  or  hearings  whenever 
possible. 
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2.2  Notice  of  Hearings. — Public  announcement  shall  be  made  of  the 
date,  place,  and  subject  matter  of  any  hearing  to  be  conducted  by  the 
^Subcommittee  at  least  one  (1)  week  before  the  commencement  of  that 
hearing,  unless  the  Subcommittee  deteraiines  that  there  is  good  cause 
to  begin  such  hearings  at  an  earlier  date.  Such  determination  shall  be 
made  with  respect  to  any  hearing  by  the  Subcommittee  Chairman, 
unless  the  Subcommittee,  by  majority  vote,  shall  determine  otherwise. 

Public  announcement  of  all  hearings  shall  be  made  at  the  earliest 
possible  date  and  shall  be  published  in  the  Daily  Digest  portion  of  the 
Congressional  Record. 

2.3  The  Subcommittee  may  not  sit,  without  special  leave,  while 
the  House  is  reading  a  measure  for  amendment  under  the  5-minute 
rule. 

2.4  {a)  In  accordance  with  clause  2(g)  of  House  rule  XI,  each 
meeting  for  the  transaction  of  business  of  the  Subcommittee  shall  be 
open  to  the  public  except  when  the  Subcommittee,  in  open  session  and 
with  a  majority  of  the  members  present,  determines  by  rollcall  vote 
that  all  or  part  of  the  remainder  of  the  meeting  shall  be  closed  to  the 
public:  Provided^  hoicever^  That  no  person  other  than  members  of 
the  Subcommittee,  and  such  congressional  staff  and  such  departmental 
representatives  as  they  may  authorize,  shall  be  present  in  any  meeting 
which  has  been  closed  to  the  public. 

This  provision  does  not  apply  to  any  meeting  that  relates  solely  to 
internal  budget  or  personnel  matters. 

(5)  As  required  by  clause  2(g),  House  rule  XI,  each  hearing  con- 
ducted by  the  Subcommittee  shall  be  open  to  the  public  except  when 
the  Subcommittee,  in  open  session  and  with  a  majority  of  the  members 
present,  determines  by  rollcall  vote  that  all  or  part  of  the  remainder 
of  that  hearing  on  that  day  shall  be  closed  to  the  public  because  dis- 
closure of  testimony,  evidence,  or  other  matters  to  be  considered  would 
endanger  the  national  security  or  would  violate  any  law  or  rules  of 
the  House  of  Representatives:  Provided^  hoicever^  That  the  Subcom- 
mittee may  by  the  same  procedure  vote  to  close  one  subsequent  day  of 
hearings:  Provided  further^  That  in  accord  with  rule  XI,  clause  2 
fix)  (2)  of  the  House  rules,  no  member  may  be  excluded  from  nonpar- 
ticipatory  attondanco  at  any  hearing  of  the  Subcommittee,  unless  such 
exclusion  is  authorized  by  a  majority  vote  of  the  House  of  Repre- 
sentatives. 

2.5  Quorum. — For  the  purpose  of  taking  testimony  and  receiving 
evidence,  two  (2)  members  shall  constitute  a  quorum.  One-third  (i,^) 
of  the  members  of  the  Subcommittee  shall  constitute  a  quorum  for 
taking  ony  action,  with  the  following  exceptions:  (1)  reporting  a  rec- 
ommendation: (2)  closing  Subcommittee  meetings  and  hearings  to 
the  public;  (3)  authorizing  the  issuance  of  subpenas;  and  (4)  adop- 
tion and  amendment  of  Rules. 

2.8  Records. — It  shall  be  the  duty  of  the  staff  director  of  the  Sub- 
committee to  keep  or  cause  to  be  kept  a  complete  record  of  all  Subcom- 
mittee actions,  including  the  record  of  votes  on  any  matter  on  which 
a  record  vote  is  taken  and  of  all  quorum  calls,  together  with  all  mo- 
tions, points  of  order,  parliamentary  inquiries,  rulings  of  the  Chair 
and  appeals  therefrom. 

2.7  Proxies. — Proxy  voting  is  permitted  in  the  Subcommittee  only 
under  the  following  conditions : 
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The  proxy  authorization — 
(a)  shall  be  in  writing; 

(h)  shall  assert  that  the  member  is  absent  on  official  business  or 
is  otherwise  unable  to  be  present  at  the  meeting  of  the  Subcom- 
mittee ;  and 

(e)  shall  be  limited  to  a  motion  to  report  a  bill  or  resolution. 
Each  proxy  to  be  effective  shall  be  signed  by  the  member  assigning 
his  or  her  vote  and  shall  contain  the  date  and  time  of  day  that  the 
proxy  is  signed.  Proxies  are  not  counted  for  a  quorum. 

Rule  3. — Hearing  Procedures 

o.l  Partic'ipatloR  of  Mcmhers. — The  chairman  and  the  ranking 
minority  meml)er  of  the  Committee  on  International  Kelations  may  at- 
tend the  meetings  and  participate  in  the  activities  of  the  Subcommittee, 
except  for  voting  and  Ixnng  counted  for  a  quorum. 

3.2  Oath  or  Aifirmation. — Testimony  of  witnesses  shall  be  given 
under  oath  or  affirmation,  imless  the  Subcommittee  determines  other- 
wise, which  may  be  administered  by  the  Chairman  or  any  member  des- 
ignated by  the  Chairman. 

3.3  Intorogatlon  of  Witnesses. — So  far  as  is  practicable,  each 
witness  shall  Hie  with  the  Suln'ommittee,  IS  hours  in  adxance  of  his 
or  her  appearance,  a  written  statement  of  his  or  her  proposed  testi- 
mony and  shall  make  a  brief  oral  summary  of  his  or  her  views. 

Insofar  as  is  practicable,  witnesses  shall  be  permitted  to  present 
their  oral  statements  without  interruption,  (piestioning  by  the  Sub- 
committee membei-s  taking  place  afterward.  After  completing  his 
questioning,  the  Chairman  shall  recognize  the  ranking  majority  and 
then  the  ranking  minority  member,  and  thereafter  in  recognizing 
members  present,  he  shall  recognize  two  majority  members  and  one 
minority  meml^er  alternating  in  that  order,  giving  preference  to  the 
members  on  the  basis  of  their  arrival  at  the  hearing.  A  member  desir- 
ing to  speak  or  ask  a  question  shall  address  the  Chairman  and  not  the 
witness  in  order  to  insure  orderly  procedure. 

Each  member  may  interrogate  the  witness  for  5  minutes,  the  reply 
of  the  witness  being  included  in  the  5-minute  period.  After  all  mem- 
bers have  had  an  opportunity  to  ask  questions,  the  round  shall  begin 
again  under  the  5-minute  rule. 

The  Chairman  shall  take  note  of  members  who  are  in  their  chairs 
Avhen  each  day's  hearing  begins,  and  insofar  as  is  practicable,  when 
the  time  occurs  for  interrogation,  shall  recognize  each  such  member 
ahead  of  all  others.  The  Chairman  or  any  member  may  recognize  staff 
members  for  the  purpose  of  questioning  a  witness  for  a  period  to  be 
determined  by  the  Chairman. 

3.4  Additioiml  Rules. — The  following  additional  Eules  shall  apply 
to  all  investigative  hearing  procedures : 

{a)  The  Chairman  at  an  investifl^ative  hearing  shall  announce  in  the 
opening  statement  the  subject  of  the  investigation. 

(h)  A  copy  of  the  rules  of  the  Committee  on  International  Rela- 
tions, the  Rules  of  this  Subcommittee,  and  clause  (2)  (k)  of  House  rule 
XI  (Investigative  Hearing  Procedures)  shall  be  made  available  to 
each  witness. 
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(c)  Witnesses  at  investigative  hearings  may  be  accompanied  by 
their  own  counsel  for  the  purpose  of  advising  them  concerning  their 
constitutional  rights. 

(d)  The  Chairman  may  punish  breaches  of  order  and  decorum,  and 
of  professional  ethics  on  the  part  of  counsel,  by  censure  and  exclusion 
from  the  hearings,  and  the  Subcommittee  may  recommend  that  the 
Committee  on  International  Relations  cite  the  offender  to  the  House 
for  contempt. 

(e)  If  the  Subcommittee  determines  that  evidence  or  testimony  at  an 
investigative  hearing  may  tend  to  defame,  degrade,  or  incriminate  any 
person,  it  shall — 

( 1 )  receive  such  evidence  or  testimony  in  executive  session ; 

(2)  afford  such  person  an  opportunity  voluntarily  to  appear 
as  a  witness ;  and 

(3)  receive  and  dispose  of  requests  from  such  person  to  sub- 
pena  additional  witnesses. 

(/)  Except  as  provided  in  paragraph  (e),  the  Chairman  shall  re- 
ceive and  the  Subcommittee  shall  dispose  of  requests  to  subpena  addi- 
tional witnesses. 

(g)  No  evidence  or  testimony  taken  in  executive  session  may  be  re- 
leased or  used  in  public  sessions  without  the  consent  of  the 
Subcommittee. 

(h)  In  the  discretion  of  the  Subcommittee,  witnesses  may  submit 
brief  and  pertinent  sworn  statements  in  writing  for  inclusion  in  the 
record.  The  Subcommittee  is  the  sole  judge  of  the  pertinency  of  testi- 
mony and  evidence  adduced  at  its  hearing. 

(^)  A  witness  may  obtain  a  transcript  copy  of  his  or  her  testimony 
given  at  a  public  session  or,  if  given  at  an  executive  session,  when 
authorized  by  the  Subcommittee. 

3.5  AVitness'  counsel  may  submit  written  questions  to  be  pro- 
pounded to  his  or  her  client.  Such  questions  will  be  asked  by  the  Sub- 
committee if  a  majority  of  the  members  consent. 

3.6  Any  objection  by  witness'  counsel  must  be  specifically  ruled 
upon  by  the  Chairman  or  presiding  member  and  such  rulings  shall  be 
the  ruling  of  the  Subcommittee,  unless  a  disagreement  thereon  is  ex- 
pressed by  a  majority  of  the  Subcommittee  present.  In  the  case  of  a 
tie,  the  rule  of  the  Chair  will  prevail. 

3.7  The  Chairman  of  the  Subcommittee  shall  offer  each  witness, 
at  the  ccnclusion  of  his  or  her  testimony,  the  opportunity  to  explain 
or  amplify  that  testimony.  The  time  afforded  each  witness  shall  not 
exceed  5  minutes,  unless  extended  for  good  cause  by  the  Chairman. 
The  Subcommittee  may  ask  additional  questions  of  the  witness  at  the 
conclusion  of  any  such  explanation  or  amplification. 

3.8  If  a  witness  who  desires  counsel,  but  is  financially  or  otherwise 
unable  to  secure  counsel,  informs  the  Subcommittee  in  writing  at  least 
48  hours  in  advance  of  his  or  her  inability  to  retain  counsel,  the  Sub- 
committee will  assist  the  witness  in  securing  voluntary  independent 
counsel  for  the  witness.  Such  attempts  by  the  Subcommittee  to  secure 
counsel  will  not  include  the  payment  of  fees  to  an  attorney  represent- 
ing a  witness  at  a  Subcommittee  hearing.  Failure  of  a  witness  to  agree 
to  the  counsel  provided  will  not  excuse  the  witness  from  appearing 

^and  testifying. 
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3.9  An  accurate  stenographic  record  shall  be  made  of  all  hearings. 
MomberF  of  the  Sul)C'onnnittee  and  any  Avitness  may  examine  the  tnui- 
script  of  his  or  her  own  remarks  and  may  make  any  grammatical  or 
technical  changes  that  do  not  substantially  alter  the  record.  If  the 
testimony  was  given  in  executive  session,  the  witness  may  only  inspect 
the  transcript  at  a  location  to  be  determined  by  the  Cliairman.  Any 
such  member  or  witness  shall  return  the  transcript  to  the  Subcommit- 
tee offices  within  five  (5)  calendar  days  (not  including  Saturdays, 
Sundays  and  legal  holidays)  after  receipt  of  the  transcript,  or  as  soon 
thereafter  as  is  practicable.  Any  questions  arising  with  respect  to  such 
editing  shall  be  decided  h\  the  Chnii-mnn. 

Any  information  supplied  for  the  record  at  the  ree^uest  of  a  ]nem])er 
of  the  Subcommittee  shall  be  provided  to  tlie  member  wh(>n  received 
by  the  Subcommittee. 

Transcripts  of  hearings  (except  for  the  record  of  a  hearing  wliich 
is  closed  to  the  public)  shall  be  printed  as  soon  as  is  practicable  after 
receipt  of  the  corrected  Acrsions,  except  that  the  Chairman  may  ordei* 
the  transcript  of  a  hearing  to  be  printed  without  the  corrections  of 
a  meml)er  or  witness  if  the  Clininmin  deteiniiiK^s  that  such  member 
or  witness  has  been  afforded  a  reasonable  time  to  correct  such  tran- 
script and  such  transci'ipt  has  not  been  leturned  within  such  time. 

Rule  4. — Subpenas 

4.1  Procedure. — Tn  accordance  with  the  Committee  Resolution  the 
Subcommittee  sliall  have  the  power  to  issue  subpenas  in  the  conduct 
of  its  Investigation  and  nctivities  only  when  authorized  by  a  majority 
of  the  members  of  the  Subcommittee  voting,  a  majority  being  present, 
and  the  chairman  of  the  Committee  on  International  Relations  shall 
liave  tlie  power  to  issue,  u|)on  request  of  the  (^haii'man  of  the  Subcom- 
mittee, subpenas  in  the  conduct  of  the  Subcommittee's  investigations 
and  activities.  Sub])enas  issued  by  the  Subcommittee  shall  be  signed  by 
the  (^hainnan  of  tlie  Subconunittee  and  may  be  served  by  any  person 
designated  by  the  Chairman  of  the  Siibcommittee :  and  subpenas  issued 
by  the  chairman  of  the  Committee  on  International  Relations  shall 
be  signed  by  him  and  may  be  served  by  any  person  designated  by 
him.  Each  subpena  shall  be  served  with  a  copy  of  the  full  Committee 
Resolution  authorizing  the  Investigation,  and  a  copy  of  the  Rules  of 
the  Subcommittee  which  are  in  effect  at  the  time  of  issuance  of  the 
subpena. 

4.2  Power  to  Sit  and  Act;  Suhpena  Potver. —  {a)  For  the  purpose 
of  carrying  out  any  of  its  functions  the  Subcommittee  is  autliorized 
as  provided  in  the  House  rules  and  subject  to  section  4.1  of  these  Rules : 

(1)  to  sit  and  act  at  such  times  and  places  within  the  United 
States,  whether  the  House  is  in  session,  has  recessed,  or  has  ad- 
journed, and  to  hold  such  hearings ;  and 

(2)  to  require,  by  subpena  or  otherwise,  the  attendance  and 
testimony  of  such  witnesses  and  the  production  of  such  books, 
records,  correspondence,  memoranda,  papers,  documents,  tangible 
objects,  and  other  things  of  any  kind,  as  it  deems  necessary.  The 
Chairman  of  the  Subcommittee,  or  any  member  designated  by 
the  Chairman,  may  administer  oaths  to  any  witness. 
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(h)  Compliance  with  any  subpena  issued  by  the  Subcommittee  or 
by  the  chairman  of  the  Committee  on  International  Relations  under 
section  4.1  may  be  enforced  only  as  authorized  or  directed  by  the 
House. 

4.3  Except  as  otherwise  specifically  authorized  by  the  Chairman, 
no  staff  members  shall  make  public  the  name  of  any  witness  subpenaed 
by  the  Subcommittee. 

Rule  5. — Prior  Approval  of  Reports 

5  No  Subcommittee  or  staff  report,  study,  or  other  document  which 
purports  to  express  publicly  the  views,  findings,  conclusions  or  rec- 
ommendations of  the  Subcommittee  may  be  released  to  the  public  or 
filed  with  the  Committee  on  International  Relations  unless  approved 
])y  a  majority  of  the  members  of  the  Subcommittee.  In  any  case  in 
which  clause  2(1)  (5)  of  House  rule  XI  does  not  apply,  each  member 
of  the  Subcommittee  shall  be  given  an  opportunity  to  have  views  or  a 
disclaimer  included  as  part  of  the  material  filed  or  released,  as  the  case 
may  be. 

Rule  6. — Procedures  for  Handling  Investigative  Material 

6.1  Subcommittee  staff  offices  shall  operate  under  strict  security 
precautions.  At  least  one  security  guard  shall  be  on  duty  at  all  times 
by  the  entrance  to  control  entry.  Before  entering  the  office,  all  persons 
shall  identify  themselves. 

6.2  Classified  documents  and  material  shall  be  segregated  in  a 
secure  storage  cabinet.  Copying,  duplicating,  or  removal  from  the 
Subcommittee  offices  of  such  documents  and  other  materials  is  pro- 
hibited except  as  necessary  for  use  in,  or  preparation  for,  interviews 
or  Subcommittee  meetings,  including  the  taking  of  testimony. 

6.3  The  staff  director  shall  be  responsible  for  the,  maintenance, 
liiuler  n]i]n'0])riate  securitv  ])roccdnros,  of  a  registry  Avhich  will  num- 
ber and  identify  all  classified  papers  and  other  classified  materials  in 
the  possession  of  the  Subcommittee.  Authorized  or  designated  persons 
will  be  required  to  sign  a  classified  materials  log  in  order  to  use  clas- 
sified materials. 

6.4  Access  to  classified  information  or  sensitive  material  shall  be 
limited  to  those  staff  members  with  appropriate  security  clearances 
and  a  need  to  know,  as  determined  by  the  Chairman  acting  through  the 
staff  director,  or  in  the  case  of  Subcommittee  minority  staff,  by  the 
ranking  minority  member  of  the  Subcommittee.  Each  member  of  the 
Subcommittee  shall  have  access  to  all  materials  in  the  Subcommittee's 
possession. 

6.5  Xo  member  of  the  Subcommittee  or  of  the  Subcommittee  staff 
shall  disclose,  in  whole  or  in  part  or  by  the  way  of  summary,  to  any 
person  not  a  member  of  the  Subcommittee  or  the  Subcommittee  staff  for 
any  purpose  or  in  connection  with  any  proceeding,  judicial  or  other- 
wise, any  testimony  given  before  the  Subcommittee  in  executive  ses- 
sion, or  the  contents  of  any  materials  or  other  information  gathered 
in  the  course  of  the  Investigation,  other  than  that  which  is  a  matter 
of  public  record,  except  as  authorized  by  the  Subcommittee,  except 
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tliat  the  Chairman  may  authorize  the  release  of  any  information, 
subject  to  rule  3.4(g)  of  these  Rules,  to  appropriate  officials  within  the 
executive  branch  of  Government,  or  to  appropriate  congressional 
committees. 

6.6  Any  Member  of  the  House  seeking  access  to  any  information 
gathered  by  the  Subcommittee  in  the  course  of  the  Investigation,  other 
than  that  which  is  a  matter  of  public  record,  shall  request  sucli  ac- 
cess in  writing,  provide  reasonable  prior  notice,  and  sign  an  agreement 
not  to  disclose  sucli  information  except  as  authorized  by  the  Subcom- 
mittee. Whenever  tlie  Subcommittee  makes  classified  material  available 
to  any  committee  of  the  House,  or  to  any  Member  of  the  House  not  a 
member  of  the  Subcommittee,  a  written  record  shall  be  made  identify- 
ing the  committee  oi*  Member  of  the  Plouse  requesting  such  information 
and  the  particular  information  made  available  to  such  committee  or 
^  [ember. 

Rule  7. — Adoption  and  Amendment  of  Rules 

7  These  Rules  of  the  Subcommittee  shall  be  established,  modified, 
aiiK^iidofl  OT"  repealed  only  by  a  majority  vote  of  the  Sul)Committee,  a 
mnjoiity  of  the  Subcommittee  l)eing  present,  piovided  tliat  prior  notice 
of  the  ])roposed  change  has  been  ))rovide(l  each  menilK^r  of  the  Sub- 
committee not  less  than  48  hours  before  those  changes  are  to  be  acted 
upon  by  the  Subcommittee. 

Rule  8.— Staff 

8.1  In  accordance  with  the  Committee  Resolution,  the  Chairman 
of  the  Subcommittee  is  authorized  to  employ,  subject  to  the  approval 
of  the  chairman  of  the  Committee  on  International  Relations  and  the 
concni'ionce  by  a  majority  of  the  membei's  of  the  Subcommittee,  such 
investigators,  attorneys,  consultants,  or  organizations  thereof,  research- 
ers and  clerical,  stenographic,  and  other  staff  and  assistance,  and  to 
exj)end  such  sums  for  travel  of  membei-s  and  stafl'  of  the  Subcommittee, 
as  may  be  necessary,  except  that  sums  ex])ended  to  carry  out  the  Com- 
mittee Resolntion  may  not  exceed  the  amount  made  available  to  the 
Snhcomniittoe  for  the  purpose  of  condnr'ting  an  investigation  and  study 
of  the  mattei's  described  in  subsection  (a)  of  tlie  Committee  Resolution, 
plus  sr.ch  additional  sums  as  the  Committee  on  International  Rela- 
tions may  make  available  for  such  pui'pose. 

8.2  Xo  member  of  the  Subcommittee  staff  shall  be  allowed  access 
to  ijiformatiou  described  in  rule  0.5  of  tliese  Rules,  unless  such  a  mem- 
b(r  of  tjic  Subcommittee  staff  agrees  in  vrriting  not  to  divulge  any  such 
information. 

8.3  The  members  of  the  Subcommittee  staff  shall  not  discuss  the 
piocedures  of  the  Investigation  of  the  Sui)committee  with  any  person 
not  a  member  of  the  Subcommittee  or  the  Subcommittee  staff  for  any 
purpose  or  in  connection  with  any  proceeding,  judicial  or  otherwise, 
otlier  tlian  that  which  is  a  matter  of  public  record,  during  his  or  her 
t(«nr.re  as  a  member  of  tlie  Subcommittee  staff,  except  as  directed  by 
the  (liairman. 
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Rule  9. — Broadcasting  of  Subcommittee  Hearings  and  Meetings 

9.1  AMien  requested  by  the  superintendent  of  the  House  Kadio 
and  Television  Gallery  and  upon  approval  by  the  Subcommittee,  all 
Subcommittee  hearings  which  are  open  to  the  public  may  be  covered, 
in  whole  or  in  part,  by  television  broadcast,  radio  broadcast,  and  still 
photography,  or  by  any  such  methods  of  coverage :  Provided^  That 
such  request  is  submitted  to  the  Subcommittee  not  later  than  4  p.m.  of 
the  day  preceding  such  hearing. 

9.2  The  Chairman  of  the  Subcommittee  is  authorized  to  determine 
on  behalf  of  the  Subcommittee  whether  hearings  which  are  open  may 
be  broadcast,  unless  the  Subcommittee  by  majority  vote  determines 
otherwise. 

9^  Such  coverage  shall  be  in  accordance  with  the  following  re- 
quirements (section  116(b)  of  the  Legislative  Reorganization  Act  of 
1970,  clause  3(f)  of  rule  XI  of  the  Rules  of  the  House  of  Representa- 
tives) : 

{a)  If  the  television  or  radio  coverage  of  the  hearing  or  meeting  is 
to  be  presented  to  the  jDublic  as  live  coverage,  that  coverage  shall  be 
conducted  and  presented  without  commercial  sponsorship. 

(b)  Xo  witness  ser\^ed  with  a  subpena  by  the  Subcommittee  shall  be 
required  against  his  or  her  will  to  be  photographed  at  any  hearing  or 
to  give  evidence  or  testimony  while  the  broadcasting  of  that  hearing, 
by  radio  or  television,  is  being  conducted.  At  the  request  of  an^-  such 
witness  who  does  not  wish  to  be  subjected  to  radio,  teloA'ision,  or  still 
photography  coverage,  all  lenses  shall  h^  covered  and  all  microphones 
used  for  coverage  turned  off.  This  paragraph  is  suppleriientary  to 
paragraph  (m)  of  clause  2(k)  (5)  of  rule  XI  of  the  Rules  of  the  House 
of  Representatives,  relating  to  the  protection  of  the  rights  of  witnesses. 

(c)  Xot  more  than  four  (4)  television  cameras,  operating  from  fixed 
positions,  shall  be  permitted  in  a  hearing  or  meeting  room.  The  al- 
location among  cameras  permitted  in  a  hearing  room  shall  be  in  ac- 
cordance with  fair  and  equitable  procedures  devised  by  the  Executive 
Committee  of  the  Radio  and  Tele^dsion  Corres|X)ndents'  Galleries. 

{d)  Television  cameras  shall  be  placed  so  as  not  to  obstruct  in  any 
way  the  space  between  any  witness  gi^-ing  evidence  or  testimony  and 
any  member  of  the  Subcommittee  or  the  visibility  of  that  witness  and 
that  member  to  each  other. 

(e)  Television  cameras  shall  not  be  placed  in  positions  which 
obstruct  unnecessarily  the  coverage  of  the  hearing  bv  the  other  media. 

(/)  Equipment  necessary  for  coverage  by  the  television  and  radio 
media  shall  not  be  installed  in,  or  removed  from,  the  hearing  or  meet- 
ing room  while  the  Subcommittee  is  in  session. 

(q)  Floodlights,  spotlights,  strobelights,  and  flashguns  shall  not  be 
used  in  providing  any  method  of  coverage  of  the  hearinor  or  meeting, 
except  that  the  television  media  may  install  additional  liglitin<r  in  the 
hearing  room,  without  cost  to  the  Government,  in  order  to  raise  the 
ambient  lightinc:  level  in  the  hearing  room  to  the  lowest  level  noces- 
sarv  to  provide  adequate  television  coverage  to  the  hearing  or  meeting 
at  the  then  current  state  of  the  art  of  television  coverage. 

{h)  Xot  more  than  five  (.5)  press  photographers  shall  be  permitted 
to  cover  a  hearing  by  still  photograx:)hy.  In  the  selection  of  tliese  pho- 
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tograpliers,  preference  shall  be  given  to  photographers  from  Associ- 
ated Press  Photos  and  United  Press  International  Newspictures.  If 
request  is  made  by  more  than  five  (5)  of  the  media  for  coverage  of  the 
hearing  or  meeting  by  still  photography,  that  coverage  shall  be  made 
on  the  basis  of  a  fair  and  equitable  pool  arrangement  devised  by  the 
Standing  Committee  of  Press  Photographers. 

(i)  Photographers  shall  not  position  themselves,  at  any  time  during 
the  course  of  the  hearing  or  meeting,  between  the  witness  table  and  the 
members  of  the  Subcommittee. 

(j)  Photographers  shall  not  phice  themselves  in  positions  which  ob- 
struct unnecessarily  the  coverage  of  the  hearing  by  the  other  media. 

(k)  Personnel  providing  coverage  by  the  television  and  radio  media 
shall  be  then  currently  accredited  to  the  Radio  and  Television  Cor- 
respondents' Galleries. 

(I)  Personnel  providing  coverage  by  still  photography  shall  be  then 
currently  accredited  to  the  Press  Photographers'  Gallery  Committee 
of  Press  Photographers. 

(m)  Personnel  providing  coverage  by  the  television  and  radio  media 
and  by  still  photography  shall  conduct  themselves  and  their  coverage 
activities  in  an  orderly  and  unobtrusive  manner. 
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Listing  of  Congressional  Documents  Frequently  Cited 

Appendix  B  contains  a  list  of  all  the  hearings  printed  by  the 
investigation,  relevant  hearings  by  the  Subcommittee  on  Interna- 
tional Organizations,  and  other  congressional  hearings. 


I.  Hearings  of  the  Investigation  of  Korean-American  Relations 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  1st  session,  part  1,  June  22,  1977.^ 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  1st  session,  part  2,  July  28,  and  August  3,  1977.^ 

"Investigation  of  Korean- American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  1st  session,  part  3,  November  29  and  30,  1977.^ 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  2d  session,  part  4,  March  15,  16,  21,  22;  April  11,  20;  and  June  20,  1978.^ 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  2d  session,  supplement  to  part  4,  March  15,  16,  21,  and  22,  1978.' 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  2d  session,  part  5,  June  1,  6,  and  7,  1978.' 

"Investigation  of  Korean-American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  2d  session,  part  6,  July  19  and  August  2,  1978.' 

"Investigation  of  Korean- American  Relations,"  hearings  before  the  Subcommittee 
on  International  Organizations  of  the  Committee  on  International  Relations,  95th 
Congress,  part  7,  June  22,  1977;  July  20  and  August  15,  1978.' 

II.  Other  Hearings  of  the  Subcommittee  on  International  Organizations 

"Human  Rights  in  South  Korea:  Implications  for  U.S.  Policy,"  hearings  before  the 
Subcommittees  on  Asian  and  Pacific  Affairs  and  on  International  Organizations  and 
Movements  of  the  Committee  on  Foreign  Affairs,  93d  Congress,  2d  session,  July  30, 
August  5,  and  December  20,  1974.^ 

"Human  Rights  in  South  Korea  and  the  Philippines:  Implications  for  U.S.  Policy," 
hearings  before  the  Subcommittee  on  International  Organizations  of  the  Committee 
on  International  Relations,  94th  Congress,  1st  session.  May  20,  22;  June  3,  5,  10,  12, 
17,  and  24,  1975.^ 

"Activities  of  the  Korean  Central  Intelligence  Agency  in  the  United  States," 
hearings  before  the  Subcommittee  on  International  Organizations  of  the  Committee 
on  International  Relations,  94th  Congress,  2d  session,  part  I,  March  17  and  25, 
1976.' 

"Activities  of  the  Korean  Central  Intelligence  Agency  in  the  United  States," 
hearings  before  the  Subcommittee  on  International  Organizations  of  the  Committee 
on  International  Relations,  94th  Congress,  2d  session,  part  II,  June  22;  September  27 
and  30,  1976.' 

III.  Other  Congressional  Hearings 

"United  States  Security  Agreements  and  Commitments  Abroad,"  hearings  before 
the  Subcommittee  on  United  States  Security  Agreements  and  Commitments 
Abroad,  Committee  on  Foreign  Relations,  U.S.  Senate,  volume  II,  February  24,  25, 
and  26,  1970.^ 

"Korean  Influence  Investigation  Part  1,"  hearings  before  the  Committee  on 
Standards  of  Official  Conduct,  95th  Congress,  1st  session,  October  19,  20,  and  21, 
1977." 


'  Document  available  from  the  Committee  on  International  Relations  and  Government  Print- 
ing Office. 

*  Document  out  of  print. 

'  Document  available  from  Government  Printing  Office. 

*  Document  available  from  the  Committee  on  Standards  of  Official  Conduct. 
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"Korean  Influence  Investigation— Part  2,"  hearings  before  the  Committee  on 
Standards  of  Official  Conduct,  95th  Congress,  2d  session,  April  3,  4,  5,  10  and  11, 
1978." 

"Korean  Influence  Inquiry,"  executive  session  hearings  before  the  Select  Commit- 
tee on  Ethics  of  the  U.S.  Senate,  95th  Congress,  2d  session,  March  14,  15,  16,  17,  22, 
23;  and  April  10,  11,  27,  1978,  volume  I.= 

"Korean  Influence  Inquiry,"  executive  session  hearings  before  the  Select  Commit- 
tee on  Ethics  of  the  U.S.  Senate,  95th  Congress,  2d  session,  April  24,  26;  May  8,  12, 
23,  24;  June  16;  July  10;  and  August  7,  8,  1978,  volume  IL^* 

"Korean  Influence  Inquiry,"  report  of  the  Select  Committee  on  Ethics,  U.S. 
Senate,  October  10,1978.=' 


'  Document  available  from  Government  Printing  Office. 

'Document  available  from  the  Committee  on  Standards  of  Official  Conduct. 
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Supporting  Documents 

The  following  appendix  contains  reproductions  of  documents  sup- 
porting the  investigative  findings  of  the  report  of  the  investigation 
of  Korean- American  relations.  The  documents  in  appendix  C  are 
organized  according  to  the  sections  and  major  subsections  of  the 
report's  "Part  C:  Investigative  Findings,  Conclusions,  and  Recom- 
mendations." Within  each  section  or  subsection  most  documents 
are  listed  in  chronological  order.  Each  document  is  identified  by  a 
number  (a  few  related  ones  are  listed  under  the  same  number) 
which  corresponds  to  the  footnote  references  in  the  report. 
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I.  Review  of  Korean-American  relations 

1.  Cable  from  General  Magruder  to  the  Joint  Chiefs  of  StaflP,  dated  May  17, 1961 

^COMING  MESSAGE  >  XHE    WHITE    HOUSE 


'r^^^^  ?  t 


li^?9-l;<^?3/jrT Mj:!.  ii-.^^^T— U^ WHASA 

--  -■ — ^— -  -  «  t.  -.-/J 


17  MAY   1Q<^1 

DATE  ; 

FROM:      COMUSK/CGEUSA 
TO  JCS  V/ASHDC 


mmn 


INFO:   WHITE  HOUSE 

CJNCPAC 
AOY        CINCUSARPAC 
COMUS  JAPAN 
COMAF  JAPAN 
COMAF  FIVE  FUCHU  AS 
COMSEVENTHFLT 
CINCPACFLT 
AMEMB  KOREA 
USOM  KOREA 

CGONECOR  CP  RED  CLOUD  KOREA 
CONMAVFORKOREA 
COMAFKOREA 
PACAF  HlCKAM  AFB 
US IS  AMEMB  SEOUL 
CGSEVENLOG  CON©  SEOUL 
CHKMAG  SEOUL 
COFOURUSAMC  KOREA 

COTHREEEIGHT  ART  BDE(AD)  OSAN  KOREA 
CO  EUSA  SP  TRPS  SEOUL 
COM  31 U  AD IV  OSAN  AFB  KOREA 

CITE:   EUSA  JOG  70305 


1.  (C)  AT  APPROXIMATELY  3:00  AM  ON  THE  MORNING  OF  l6  MAY 
1961,  GENERAL  MAGRUDER  WAS  CALLED  ON  THE  TELEPHONE  BY  LT  GENERAL 
CHANG  DO  YOUNG^  CHIEF  OF  STAFF,  ROKA,  WHO  INFORMED  GENERAL 

(25) 
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MAGRUDER  THAT  AN  ATTEhf  TED  MILITARY  COUP  OF  THE  ROK  GOVERNMENT 
WAS  IN  PROGRESS.  AT  THIS  TIME,  HE  REQUESTED  THAT  US  MPS  BE 
COMMITTTED  AGAINST  ROK  MARINES.  GENERAL  MAGRUDER  REFUSED. 

2.  (C)  GENERAL  CHANG  STATED  THAT  THE  COUP  WAS  LED  BY  MA J 
GENERAL  PAK  JUNG  HUI  AND  THAT  ALSO  INVOLVED  WHERE  ELEMENTS  OF  THE 
1ST  MARINE  BRIGADE  FROM  KIMPO  PENINSULA,  THE  30TH,  3 1ST,  33D 
RESERVE  DIVISIONS,  AND  THE  ROK  SPECIAL  FORCES. 

3.  (C)  LATER  INFORMATION  INDICATED  THAT  MAJ  GENERAL  PAK 
JUNG  HUI,  DEPUTY  CG,  SROKA,  ASSUMED  COMMAND  AT  6TH  MILITARY 
DISTRICT  HEADQUARTERS  AT  APPROXIMATELY  MIDNIGHT.  AT  APPROXI- 
MATELY 0300  HOURS,  THE  RESERVE  BATTALION  OF  THE  1ST  MARINE 
BRIGADE  OF  Klh^O  PENINSULA  STARTED  NORTH  ACROSS  THE  SOUL  HAN 
RIVER  BRIDGE  WHERE  A  FIRE  FIGHT  DEVELOPED  WITH  ROKA  MPS.  IT 
LATER  DEVELOPED  THAT  THE  BATTALION  WAS  LED  BY  BRIG  GEN  KIM  YUN 
GEUN,  CG  OF  THE  1ST  MARINE  BRIGADE. 

k.    (C)  MAJ  GEN  PAK  JUNG  HUI  THEN  PROCEEDED  TO  TREAT  WITH  LT 
GEN  CHANG  DO  YOUNG,  IN  AN  EFFORT  TO  GET  LT  GEN  CHANG  TO  LEAD  THE 
MILITARY  COUP.  THE  KBS  RADIO  FACILITIES  IN  THE  HANDS  OF  MAJ  GEN 
PAK  UUNG  HUI  FORCES,  STARTING  AT  O5OO  HOURS  KGT,  BEGAN  TO  MAKE 
BROADCASTS  IN  THE  NAME  OF  THE  REVOLUTIONARY  COMMITTEE.  THE 
BROADCAST  WAS  MADE  IN  THE  NAME  OF  LT  GEN  CHANG.  IT  IS  NOT 
BELIEVED  THAT  LT  GEN  CHANG  AUTHORIZED  THE  USE  OF  HIS  NAME  FOR 
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THIS  PURPOSE. 

5.  (C)  THE  MILITARY  REVOLUTIONARY  CONf^ITTEE  RELEASED  A 
STATEMENT  THAT  THE  CONWI TTEE  HAD  ASSUMED  CONTROL  OF  THE  LEGISLA- 
TIVE, EXECUTIVE,  AND  JUDICIAL  BRANCHES  OF  THE  ROK  GOVERNMENT.. 
THE  ACTION  WAS  TAKEN  TO  TERMINATE  CORRUPTION  AND  OVERCOI^  THE 
DIFFICULT  SITUATION  FACING  THE  NATION.  THE  CONWITTEE  PROMISED 
THAT  THE  NEW  GOVERNMENT  WILL  (1)  BE  STRICTLY  ANTI -CONMJNIST,  (2) 
ROOT  OUT  CORRUPTION,  (3)  OBSERVE  THE  UN  CHARTER  AND  ALL  INTER- 
NATIONAL AGREEMENTS  AND  COOPERATION  WITH  THE  US  AND  ALL  OTHER  FREE 
NATIONS,  (U)  ENDEAVOR  TO  STABILIZE  THE  NATIONAL  ECONOMY,  (5) 
UNIFY  KOREA  AS  AN  ANT  I -COMMUNIST  NATION,  AND  (6)  TURN  OVER  THE 
REIGNS  OF  GOVERNMENT  TO  "HONEST  AND  COMPETENT  POLITICAL  LEADERS." 
THE  STATEMENT  CONCLUDED  WITH  AN  APPEAL  TO  CITIZENS  TO  REPORT  FOR 
WORK  AS  NORMAL. 

6.  (C)   AT  GEN  MAGRUDER'S  REQUEST,  GEN  CHANG  VISITED  GEN 
MAGRUDER  IN  HIS  OFFICE  AT  APPR0XII«1ATELY  0630  HOURS.  AT  THIS  TIME 
CHANG  GAVE  GEN  MAGRUDER  THE  IMPRESSION  THAT  HE  WAS  NOT  A  PARTY  TO 
THE  REVOLUTION,  BUT  DESIRED  TO  NEGOTIATE  WITH  THE  REVOLUTIONARIES 
TO  PREVENT  BLOODSHED.  CHANG  STATED  HE  WISHED  TO  TALK  TO  MILITARY 
CMDRS  TO  GET  ASSURANCE  THEY  WOULD  BACK  HIM  IN  OPPOSING  REVOLUTION. 
HE  WAS  RELUCTANT  TO  CALL  IN  ROKA  TROOPS. 

7.  (C)  IN  LATER  TALK  WITH  MAGRUDER,  CHANG  INDICATED  HE  WAS 
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STILL  NEGOTIATING  WITH  PAK  IN  AN  ENDEAVOR  TO  GET  PAK  TO  OPERATE 
THROUGH  THE  ROK  GOVERNFCNT.  CHANG  REQUESTED  PAK  TO  MAKE  HIS 
DEMANDS  KNOWN  TO  THE  GOVERNMENT. 

8.  (C)  CHANG  INDICATED  TO  GEN  MAGRUDER  HE  WOULD  REQUEST 

THE  PRESIDENT  TO  DECLARE  MARTIAL  LAW  WITH  CHANG  AS  MARTIAL  LAW 
CNDR  THUS  ENHANCING  CHANG »S  POSITION  VIS  A-VIS  PAK. 

9.  (C)  AS  OF  160900  MAY  61,3  THE  MILITARY  REVOLUTION  COM- 
MITTEE", ANNOUNCED  OVER  THE  RADIO  THAT  THE  ENTIRE  NATION  HAD  BEEN 
PLACED  UNDER  EMERGENCY  MARTIAL  LAW.  COMPOSITION  OF  THE  CONWI TTEE 
AS  ANNOUNCED  OVER  THE  KOREAN  RADIO  WAS:  LT  GEN  CHANG  DO  YOUNG, 
CHAIRMAN;  MA  J  GEN  PAK  JUNG  HUI,  VICE  CHAIRMAN:  LT  GEN  YI  HAN-IM, 
CG,  FROXA;  LT  GEN  CH'OE  KYONG-NOK,  CG  SROKA;  MAJ  GEN  SO  CHONG- 
CH'OI,  CG  IV  MDC;  MAJ  GEN  KIM  KYE-WON,  CG  I  I  I  MOC;  MAJ  GEN  PAK 
KI-PYONG,  CG  V  MDC;  AND  MAJ  GEN  PAK  HYON-SU,  CG  LOG  COND.  THE 
ANNOUNCEMENT  PROHIBITED  ALL  PUBLIC  GATHERINGS  AND  TRAVEL  TO 
FOREIGN  COUNTRIES;   SET  CURFEW  HOURS  FROM  I90O  TO  O5OO  HOURS; 
FROZE  ALL  BANK  ASSETS;  CLOSED  ALL  AIRPORTS  AND  HARBORS;  AND 
ESTABLISHED  CENSORSHIP  OF  ALL  PUBLICATIONS. 

10.  (C)  BY  1000  HOURS  MOST  OF  DOWNTOWN  SEOUL  WAS  UNDER 
CONTROL  OF  THE  MILITARY  REVOLUTIONARY  COMMITTEE  EMPLOYING  ELEMENTS 
OF  THE  ROK  MC  1ST  BRIGADE.  THE  30TH  AND  33D  ROK  RESERVE  DIVS,  VI 
CORPS  ARTY  UNITS,  AND  OF  THE  1ST  COMBAT  TEAM  (AIRBORNE). 
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n.  (C)  AT  APPROX  10l8  HOURS,  THE  FOLLOWING  STATEhCNT 
WAS  RELEASED  BY  PIO  EUSA:  GENERAL  MAGRUDER,  IN  HIS  CAPACITY  AS 
CONMANDER  IN  CHIEF  OF  THE  UNC,  CALLS  UPON  ALL  MILITARY  PERSONNEL 
IN  HIS  COMMAND  TO  SUPPORT  THE  DULY  RECOGNIZED  GOVERNKtNT  OF  THE 
ROK  HEADED  BY  PR  INC  MINISTER  CHANG  MYON.  GENERAL  MAGRUDER  EXPECTS 
THAT  THE  CHIEFS  OF  THE  KOREAN  ARMED  FORCES  WILL  USE  THEIR  AUTHORITY 
AND  INFLUENCE  TO  SEE  THAT  CONTROL  IS  JN^EDIATELY  TURNED  BACK  TO 
THE  GOVERNMENT  AUTHORITIES  AND  THAT  ORDER  IS  RESTORED  IN  THE 
ARNtD  FORCES. 

12.  (C)  ALMOST  CONCURRENTLY  THE  FOLLOWING  STATEMENT 

OF  MINISTER  MARSHALL  GREEN,  CHARGE  DE- AFFAIRS,  ANtRICAN  EMBASSY. 
THE  POSITION  TAKEN  BY  THE  CONt^ANDER  IN  CHIEF  UNC  IN  SUPPORTING 
THE  FREELY  ELECTED  AN'D  CONSTITUTIONALLY  ESTABLISHED  GOVERNMENT  OF 
THE  ROK  IS  OFY  VvTHlCH  1  FULLY  CONCUR.  I  WISH  TO  MAKE  IT  EMPHATI- 
CALLY CLEAR  THAT  THE  US  SUPPORTS  THE  CONSTITUTIONAL  GOVERNMENT 
OF  THE  ROK  AS  ELECTED  BY  THE  PEOPLE  OF  THE  REPUBLIC  LAST  JULY 
AS  AS  CONSTITUTED  BY  THE  ELECTION  LAST  AUGUST  OF  A  PRIME  MINISTER. 

13.  (C)  AFTER  READING  GENERAL  MAGRUDER »S  STATENCNT,  GEN 

LEE  HAN  LIM,  CG  FROKA,  STATED  THAT  HE  WILL  OBEY  THE  ROK  GOVERN- 
MENT: THAT  IF  HIS  TROOPS  WERE  CALLED  UPON  TO  PUT  DOWN  THE  INSURRECTION, 
THERE  MIGHT  BE  A  FEW  V.VIO  UOULD  NOT  FIGHT  THE  INSURRECTIONISTS,  BUT 
KDST  UOULD.  GEN  LEE  HAS  ALERTED  CERTAIN  TROOPS  FOR  POSSIBLE 
MDVEMENT.  FROKA  HAS  NOT  BEEN  ALERTED. 
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]H,    (C)  AT  APPROX  1030  HOURS  KST  LT  GENERAL  CHANG,  CHIEF 
OF  STAFF,  ROKA,  WENT  TO  VISIT  THE  PRESIDENT  OF  THE  REPUBLIC  OF 
KOREA  WHO  IS  UNDER  NO  RESTRICTION  AND  THE  MINISTER  OF  NATIONAL 
DEFENSE,  WHO  IS  UNDER  HOUSE  ARREST.  THE  PRESIDENT  TOLD  GENERAL 
CHANG  THAT  HE  DOES  NOT  DESIRE  MARTIAL  LAW  TO  BE  ESTABLISHED  IN 
KOREA  AND  THAT  HE  DOES  NOT  DESIRE  ANY  FIRM  ACTION  TO  ELIMINATE  THE 
REVOLUTIONARY  MOVENtNT .  THE  MINISTER  OF  NATIONAL  DEFENSE  STATED 
THAT  HE  DOES  NOT  DESIRE  THAT  FROKA  TROOPS  BE  USED  TO  PUT  DOWN  THE 
REVOLUTIONARY  MOVEMENT. 

15.  (C)  AT  ABOUT  1115  HOURS,  LT  GEN  CHOI  KYUNG-MUK,  CG 
ROKA,  WAS  IN  COMMUNICATION  WITH  GENERAL  MAGRUDER.  HE  ADVISED 
THAT  HE  REMAINED  LOYAL  TO  AND  WOULD  SUPPORT  THE  GOVERNMENT; 
FURTHER  HE  HAD  RECALLED  TO  THEIR  BARRACKS  ELEMENTS  OF  2  ENGINEER 
BNS  WHICH  HAD  TAKEN  CONTROL  IN  TAEGU  AND  THEY  HAD  V.'ITHDR/  :J. 
SCP-FOUR 


TDTG :   1 608U5Z 

RELAYED  TO  OTTAWA  AT  171229Z 
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2.  Memorandum  for  the  President  from  the  Acting  Secretary  of  State,  dated 

May  18,  1961 


DEPARTMENT  OF  STATE 

WASHINGTON 

May   18,    I96I 
MEMORANDUM  FOR  THE  PRESIDENT 


Subject:     Background  of  Statenents  by  American 
Representatives  in  Korea 

On  the  morning  of  May  .15  during  the  early  hours  of  the  Korean  coup. 
General  Carter  Magruder,  Commander  in  Chief,  UN  Command,   Republic  of 
Korea,   issued  a  statement  calling  on  all  military  personnel  under  his 
command  to   support  the  Government  of  the  Republic  of  Korea  headed  by 
Prime  Minister  Chang  Myon  and  restore  order  in  the  Korean   armed  forces. 
This  statement  was  made  in  collaboration  vith  our  Charg6  d' Affaires, 
Marshall  Green,   whose  parallel  statement  fully  concurred  in  General 
Magruder' s  position  and  enphasized  that  the  United  States  supports  the 
constitutional  government  of  the  Republic  of  Korea  as   elected  by  the 
Korean  people  and  duly  constituted  under  legal  procedures. 

These  statements  were  not  authorized  in  advance  by  the  Department 
of  State;   but  in  the  Korean  context,   they  were  justified  as  affirmations 
of  established  policy  for  the  purpose  of  strengthening  and  maintaining 
democratic  institutions.     The  United  States  enjoys  an  unusual  role  in 
Korea  because  of  our  long  association  viith  the  country  as  liberator,   de- 
fender,  and  source  of  economic  and  military  support.     The  Korean  people 
and  government,    since  the  founding  of  the  Republic,   have  continued  to 
look  to  the  United  States  for  guidance  in  hours  of  crisis.     Public 
statements  by  our  Embassy  at  Seoul  during  the  April  I96O  revolution 
were  extremely  important  in  preventing  further  bloodshed  during  the 
student  demonstrations  and  in  preparing  for  an  orderly  transfer  of  power 
from  the  Rhee  administration  to  that  of  the  interim  government  \inder 
Korean  constitutional  procedures.     The  Department  of  State  believes  that 
it  is  especially  important  that  the  Republic  of  Korea  maintain  its  ad- 
herence to  democratic  procedures  and  constitutional  pixjcesses,  which  are 
aTiong  the  Republic's  chief  assets  in  its  struggle   against  Communism.     In 
these  circumstances,   it  was  a  pix)per  decision  to  throw  our  influence  on 
the  side  of  the  legitimate  govemmoit,   in  the  belief  that  the  domestic 
forces  supporting  this  government  would  be  strengthened.     Not  to  have 
done  so  would  have  strengthened  the  revolutionists'   hand. 

General  Magruder  has  also  informed  us  that  his   statement  and  that  of 
the  ChargS  d'Affaires  were  made  on  the  advice  of  General  Lee  Han  Lim  in 
order  to  help  hold  the  First  ROK  Army  in  its  position  on  the  demarcation 
line  and  in  an  effort  to  prevent  those  neutrally  inclined  fix)ra  joining  the 
insurgents'    cause.      General  Magruder  has  noted  that  these  statesnents  enphst- 
sized  the  need  of  the  ROK  to  return  to  civilian  constitutional  government 
as  soon  as  possible  and  remove  the  Army  from  any  political  power  struRgle. 
General  Magruder  has  also  commented  that  apparently  these  statements  had 
some  effect,  which  coiild  not  be  expected,  however,   to  endure  indefinitely. 

Our  rqsresentatives  in  Korea  also  felt  that  it  was  necessary  for 
the  United  States  Government  iimediately  to  make  clear  that  it  was  not 
involved  in  a  revolutionary  groi^),   in  order  to  forestall  speculation  such 
as  the  rumors  prevalent  in  France  following  the  abortive  coi^)  of  ri^t- 
ist  forces  in  Algeria. 


Q^Ci^ 


Acting  Secretary 
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3.  Cable  from  Marshall  Green  to  the  Secretary  of  State,  dated  May  19,  1961 

}?i-NG  TELEGRAM    ^  Department  of  SCte  J^         ^^ 


{^/T1C.rAy.\iStj*CT 


ONLY 


•'  -^»'      Control:       1 2556 

Rec'd:        MAY    1 9,     I961 
2 :  ;  I4    PM 
FROM:     SCOUL 

TO:       Secretary  of  State 

NO:         15^5,    MAY    19,    7   PM 

PRIORITY 

FOLLOWIN'3   ARE    EXCERPTS   FROM   ARTICLE     IN    HANGUK     ILBO   TODAY    UNDER 

Washington  dIAteline  which  typical  of  distortion  of  uses  position 

WHICH  BEING  SPEWED  THROUGH  KOREAN  PRESS  AT  PRESENT: 

article  rNTITLED  "US  WELCOMES  RESIGNATION  OF  CHANG  GOVERNMENT" 
states  KENNEDY  ADMINISTRATION,  "WHICH  ALREADY  BURDENED  HEAVILY 

WITH  VARIOUS  INTERNATIONAL  PROBLEMS WELCOMED  NEWS  OF  FORMAL 

RESIGNATION  OF  FORMER  GOVERNMENT  OF  ROK . "   ".,;.EVEN  ASSISTANT 
SECRETARY  MCCONAUGHY,  REPUTED  AS  ONE  WHO  NURTURED  FORMER  CHANG 
REGIME,  WAS-  REPORTED  AS  SAYING  THAT  HE  WAS  'TIRED  OF'  CHANG'S 
PLEAS  TO  US  GOVERNMENT  ON  ALL  EVENTS  OF  KOREA'S  INTERNAL  UNREST. 
THIS  REPORT  WAS  LEAKED  OUT  BY  SOME  OF  HIS  AIDES.   UNDER  SUCH 
CIRCUMSTANCES,  US  APPARENTLY  GAVE  UP  ANY  EFFORTS  TO  RECOVER  OUSTED 

REGIME  FROM  MOMENT  MILITARY  REVOLUTION  BEGAN CLOSE  FRIENDS  OF 

PENTAGON  AUTHORITIES  HAVE  REPORTED  THAT  INFLUENTIAL  GENERALS  HAVE 
COVERTLY  EXPRESSED  WELCOMING  ATTITUDE  SINCE  SMOOTH  SUCCESS  OF 

MILITARY  REVOLUTION KENNEDY  ADMINISTRATION,  ADVOCATING  'NEW 

FRONTIER'  POLICY,  HAS  ABUNDANT  UNDERSTANDING  OF  EMERGENCY  MEASURES 
NEEDED  \U   ANY  CRISIS  IN  UNDER-DEVELOPED  COUNTRIES  TO  MAKE  THEM 
PREPARED  FOR  STRONGER  AND  HEALTHIER  DEMOCRACY.   STATE  DEPARTMENT'S 
ATTITUDE  SWIFTLY  TOOK  COURSE  OF  AVOIDING  INVOLVEMENT  |N  GREEN  AND 
MAGRUDER  STATEMENTS  "OPPOSING"  MILITARY  REVOLUTION.   DEPARTMENT 
WAS  ALREADY  PREPARED  TO  ADMIT  REVaUTIONARY  COMMITTEE  AS  FAIT 
ACCOMPLI,  AND  TO  RECOGNIZE  GOVERNING  BODY  IN  KOREA.   MAQRUDER'S   ' 
•ALMOST  IMPERATIVE  STATEMENT'  WAS  NEGLECTED  BY  WASHINGTON 
AUTHORITIES " 


3NLY 


GREEN 


REPRODUCTION    FROM  THIS   COPY  IS 
PROHIBITED  UNLESS  "UNCLASSIFIED" 
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4.  Drafts  of  record  of  action  of  the  National  Security  Council,  summary  and 
revision  of  recommendations  of  Task  Force  Report  on  Korea,  dated  June  12 
and  13,  1961  and  documents  and  summaries  of  documents  relating  to  Korean- 
American  relations,  1961-63 

J^.i    /i  June  IZ,   1961 

SUMMARY  AND  REVISION  OF  RECOMMENDATIONS 

OF 
TASK  FORCE  REPORT  ON  KOREA 


a,  U.S.  goals  with  respect  to  the  Korean  economy  should  include: 

(1)  reversal  of  the  present  downward  trend  in  the  rate  of  economic 
growth  and  establishment  of  a  specific  target  of  an  average  annual 
grov-'th  rate  for  the  first  five-year  plan  of  the  order  of  five  per 
cent  per  year  (rate  In  19o0:     E.  3  per  cent);  (Z)  reduction  of  the 
present  unemployment  and  underemploynient  rate  (estimated  at 
35  per  cent)  to  a  realistic  lower  figure  within  a  specified  number 
of  years;  (3)  the  raising  of  average  real  farm  income  by  a  specified 
average  annual  rate;  and  (4)  consistent  with  (l)-(3)  above,    reduction 
of  the  present  wide  gap  between  Imports  and  exports   ($30  million 
V.    $345  million)  in  a  staged  progression  toward  an  eventual  balance 
in  Korea's  international  accounts.      While  the  Koreans  must  establish 
and  take  responsibility  for  their  ov.ti  goals,   the  U.S.    can,    having 
defined  its  goals,    help  advise  the  Koreans  toward  goals  that  are 
realistic  and  consistent  with  our  own. 

b.  The  following  actions  based  upon  the  recommendations   in  the 
report  should  be  undertaken: 

Category  1:     U.S.    Actions  to  be  Undertaken  Immediately 

1.     The  new  U.S.    Ambassador  to  Korea  should  undertake  early 

discussions  with  the  appropriate  leaders  of  the  Supreme 

-      DECLASSiFlfD 
1      E.O,  3U.52.  fee.  3(E)  ani  5(D)  or  (E) 

' By. Ifiea..-''^=^S.  Dale ^y;r/7vr 
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Council  for  National  Reconstruction  along  the  lines  described 
in  pars,    a  and  c  through  e  (pp.    5-6)  of  the  report. 

E.       With  reference. to  paragraph  b  (p.    5),    In  these  early  dls- 
r^cussions  and  subsequently  the  Ambassador  should  seek  to 

create  a  gradual  recognition  among  the  leaders  of  the  Supreme 
Council  that  it  is  In  their  interest  and  in  the  interest  of  their 
country  that  they  from  time  to  time  publicly  reaffirm  their 
intention  eventually  to  restore  representative  government 
and  constitutional  liberties;  and  that  failure  over  the  long 
run  to  demonstrate  their  good  faith  in  this  matter  will  com- 
promise them  in  the  eyes  of  the  people  of  the  United  States 
and  other  Free  World  countries  and  in  the  United  Nations. 

3.       Provided  assurances  are  given  in  respect  to  the  matters  to 
be  discussed  under  1  and  Z  above  and  that  discussions  are 
started  immediately  with  respect  to  certain  essential  reforms. 
Including  the  completion  of  fiscal,   foreign  exchange  and 
stabilization  reforms,    the  rationalization  of  the  corporate 
structure  and  rates  In  the  power  and  transportation  indus- 
tries,   and  the  bringing  into  production  of  certain  factories 
already  built;  and  provided  the  Ambassador  Is   satisfied  with 
such  initial  evidences  of  Korean  willingness   and  capacity  to 
carry  out  -niitually  agreed  plans  and  programs,    then  the 
Ambassador  is  authorized: 
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(a)    to  invite  the  Chief  of  Government  to  Washington 

for  an  informal  "working"  visit  including  conferences 
v/ith  the  President  and  the  Secretary  of  State; 

(b)  to  indicate  U.S.    willingness  to  release  approximately 
$28  million  in  remaining  defense  support  funds  for 
FY  1961; 

(c)  to  state  that  the  U.S.    is  wQling  to  enter  Into  agreed- 
commitments  for  specific  projects  in  cormection  with 
a  long-term  plan  for  expansion  of  the  power  Industry, 
immediately  upon  appropriation  of  fu-nds;  and 

(d)  to  indicate  U.S.    willingness  to  support  through 

U.S.    aid  the  expansion  and  intensification  of  the 

I 

National  Construction  Service  on  a  long  term  basis. 

4.  The  Ambassador  should  offer  technical  experts  to  assist  the 
Korean  Government  in  preparation  of  its  Five- Year  Develop- 
ment Flan. 

5.  The  Ambassador    Ls-^-vthorized  to  state  that,   provided 
substantial  progress  is  made   in  the  ne>:±  few  months,   the 
United  States  will  be  prepared  to  provide  resources  to  the 
Korean  Government  to  help  carry  out  Its   Five-Year 
Development  Plan. 
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6.  The  Director  of  the  International  Cooperation  Administration 
should  take  immediate  measures  to  improve  the  administra- 
tion of  the  United  States  Operations  Mission  in  Korea,    Includ- 
ing action  to  concentrate  the  U.S.    effort  on  the  most  essential 
projects  and  to  reduce  or  eliminate  others. 

Category  2;    Subsequent  U.S.   Actions 

7.  Upon  a  determination  of  the  Secretary  of  State  that  the 
Korean  Government  Is  sufficiently  stable  and  cooperative  to 
justify  provision  of  long-range  development  assistance  to  it, 
the  actions  specified  in  pars,    a  through  d   (pp.    7-8)  should 
be  taken,    including  the  appointment  of  a  Special  Envoy  of 
the  highest  stature  to  visit  Korea  at  a  time  recommended 
by  the  Ambassador.     The  Envoy  will  be  accompanied  by  a 
group  of  economic  advisers. 

8.  Subject  to  concrete  action  by  the  Korean  Government  to 
increase  electric  power  rates,   consolidate  the  power 
companies  and  eliminate  power  losses,    announce  U.S. 
willingness  to  provide,    subject  to  Congressional  appropria- 
tion,   the  external  resources  required  to  carry  out  an  agreed 
five  year  plan  of  electric  pKDwer  development,    including 
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implementation  of  the  Chungju  hydro-electric  project,* 
In  addition  announce  that  Korean  power  requirements  for  the 
next  ten  years  will  be  further  reviewed  and  the  level  of  U.S. 
support  re-examined  following  development  of  an  adequate 
Korean  Five  Year  Development  Plan, 
9.       The  Secretaries  of  State  and  Defense  should  conduct  an 

urgent  review  of  the  force  and  equipment  levels  of  Korean 
Armed  Forces,    including  in  the  first  instance  a  military 
assessment  of  (a)  the  nnisslons  of  these  forces,    in  the  con- 
text of  over-all  Far  East  strategy  and  of  the  anticipated 
deployment  and  use  of  U.S.    forces;  and  (b^  the  strategic 
implications  of  alternative  force  and  equipnnent  structures, 
including  the  possibility  of  a  substantial  reduction  in  forces,/ 
Such  a  military  assessment  should  then  be  keyed  to  political 
and  economic  factors,   to  produce  a  recommendation  for 
long-term  force  goals  and  for  immediate  actions,    as 
necessary  and  practical,    to  move  toward  these  goals. 


*      The  U.S.    is  currently  seeking  discussions  with  the  Korean  Government 
of  a  five  year  power  program  involving  the  construction  of  404,  000  kw 
of  additional  generating  capacity;     A  very  rough  estimate  of  the  total 
foreign  exchange  costs  over  a  five  year  period  of  such  a  program 
would  be  $150  million.      These  discussions  are  intended  solely  to 
achieve  agreement  on  the  kind  of  program  required  without  com- 
mitment as  to  financing. 


35-283  0  -   78  -  * 
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10.  U.S.    military  personnel  should  be  directed  to  encourage 
and  support  gre?.ter  participation  by  Korean  armed  forces 

in  the  work  of  the  Nationad  Construction  Service  and  in  other 
appropriate  civil  works  projects.  The  review  referred  to  in 
9  above  should  also  include  the  preparation,  and  the  assess- 
ment of  the  economic  and  military  implications  of,  a  program 
to  place  far  greater  stress  than  heretofore  on  the  training  of 
Korean  military  personnel  in  skills  and  vocations  which  will 
permit  them  to  make  a  greater  contribution  to  the  development 
of  Korean  infrastructure  and  the  civilian  economy.     . 

11.  The  improvement  of  Japanese-ROK  relations,    along  the 
lines  called  for  in  par.    f    (p.    9).    should  be  discussed  with 
the  Japanese  Prime  Minister  during  his  visit  to  Washington 
and  should  be  urged  upon  the  new  regime  in  Korea. 

IZ.     The  Director  of  the  U.S.    Information  Agency  should  arrange 
for  USIS  to  assist  the  Korean  Government,    as  may  be  appro- 
priate,   in  defining  and  propagating  national  ideals   and  goals 
and  in  Innproving  the  Korean  image  abroad. 
Category  3:    Required  Korean  Actions 

13.     The  following  basic  requirements  must  be  pressed  upon  the 
Koreans  from  the  outset  if  they  are  to  achieve  meaningful 
progress  and  to  make  profitable  use  of  U.S.    development 
assistance: 
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(a)  ForiDulatlon  and  Implementation  of  a  National  Develop- 
ment Plan,    with  short-range,   measurable  elements 
susceptible  of  prompt  fulfillment; 

(b)  Consideration  of  the  preconditions  for  the  eventual 
return  to  civilian  rule; 

(c)  Assurances  that  the  new  regime  does  not  interfere 
with  CINCUNC  in  the  discharge  of  its  military 
responsibilities; 

(d)  Endorsement  by  deed  and  word  of  the  constitutional 
freedoms  of  individuals  to  the  maximum  extent  con- 
sistent  with  the  emergency  nature  of  the  government, 
and  avoidance  of  promiscuous  abuse  of  power,   blood- 
purges,   or  other  excesses; 

(e)  Undertaking  of  long-range  social  planning  including 
definition  and  public  promulgation  by  national  leaders 
of  national  goals  and  ideals;  reform  of  clvU  service 
and  police  (Including  salary  Increases);  achievement  of 
better  relations  with  students,    intellectuals,   and  the 
press;  and  enhancement  of  Korea's  national  image. 

(f)  Formulating  and  Implementing  a  thorough  anti- 
corruption  program  along  the  lines  outlined  in 
Appendix  B  to  the  report. 
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SU?VJAnY  AKD  P.SVjSI^0N_OFJ>JICgV?rilJpATJO?JS 
OF 

(including  pc-rtlnerit  Tish  Force  feforc-rices  j^rer  Secretary's  Recjuesfc) 

;g^Qory  1;     U.S.  Actions  to  he  Ur^&rta?;en  I;rg:edicte).Y 
1.     The  ne'.r  U.S.  A-Tibasssdor  to  Korea  should  upd£?i-tt«lie  early  discussions 
with  the  appropriate  leaders  of  the  Supreoe  Council  for  fictional 
Reconslruction  along  the  lines  described   in  psrcy.ritohs  a  ?.nd  c  throu'jh 
e   (pp.   5-Slf  )  of   ijis  i-eport. 

l/Tack  Force_R3port  yeferencq; 

"«* •     To  :'nforE  chea  that  the  U.S.   i s _pr3|}Djr ed _t o _de 2l _9n _a 
friendly _e rxi  ceo Dero^f iy a  be. s 5.^s _m th  t^ e_n cjV_reo i rqo j 


"c.  To  ;< film  the  5r;l.cntion  of  thp  IJ.S.  to  continue  • 
^yS'/l'i.^tvl'-2~ i-f:^?*^?-!!^  _co  \:h e _c.Jl v i^l 5  cn_  cconspv .  .;^nd 
c'c-f  qnss  ^vi'il^.i\?ir£t-2i.l 

"d .     To  r-'J: e ^c  1  c «'' r  _ _t h .-. j.  ^hl_qh3r _  '.'^vs^s  .of  _r:C5i fit'vnwe  to .,?;uj>;ort 
a  NMt.5o.n;=l  LrrVc-lo>r.3P.t  Pl^/n  v.Lil3^  be  P4lO_\^><.•Pd  oj.'iiv  ^s   the 
Korean  Go.v^vr.:;'-;ni:  .«=."itc-r<;   j n to .;" n^.jcp.?. r i eg .  cajjt.  f  ^ ::•.•?  r. .->d 

lii-;! !A^ lL*il^S J'.?iL-^-yj'i^L.?.4l=.%r' lliL'I Ji t ion  _ ror_a  lo: li?  1 5. i -j .  7n 
thls^conr.rction.^^e  U.S.  .ls_l}i!?->^Jt£l  .\° -9li»r£.  J-rJ:'-l?.x04. 
end^  r:3nor/er  1  a  1   cr.^er ts  to  .tl)e_^S-.)o.?;-..'.;e_  Co;:.':ci  1 ) 

'e.     To  obtsin  rer^er.'gd  cssurcnces  th=t^  the  SCWR  vt-ill   recc-cni2e 
tV.9  outhnrity  of  CTKTil?^  to   exercj^se  o;j3r5tion3l_control^ 
!±i?L  theKoi-ger;  Artred  Jorces^^as   ;^  ,<^P/'&PJ^ent  el_efn&nt 

2.      IVich  reference  "to  psri-orcph  b  (p-5-  ),    in  thes£  early  discuDsions  r^nd 
subsequently   chs  /;ir>b3£SDdor  should  seek  to  create  a  grot-usl  recoLnit.ion 
arcong  tlie  leaders  of  the  Suprtrcs; Council  "ihat  it  is  iji   their  'ntcrest 
end  in  the  iriterest  of    their  country  thst  itey  froa  tl^s  to  tiss 


rr. 


I  VA1,UABLE  ORIGINAL  ELECTROSTATICALLY  COPIED  BYi 
(_im_^TAFF^OF_raEjjOHN  F.    KE1>JNEDY  LIBRARY "'      | 

DECLASSIFIED     •   .     -^"^^ 

By_fT\V)P         HARS.  Dale  y /y-T /7< 


*   Subcominitte  note:   This  is  a  draft  of  Record  of  Action  Number 
2430  of  the  National  Security  Council  in  its  485th  meeting 
on  June  13,-  1961 
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publicly  reaffirm  their  intentJon  eventually  to  restore  representative 

government  and  constitutional  liberties;    and  that  failure  over  the 

long  xxxn  to  dci^onstrate  their  good   faith   in  this  matter  uill  coo- 

propise  them  in  the  eyes  of  the  p3ople  of  the  United  States  and     * 

other  Free  World  countries  and  in  the  United  Nations.  . 

2/Ll^5j<_Fpjxe_J?eport  jrcference: 

"b.      To  lropress_cn^  tb-eoL.^l?gJi-i-k-i-§-i_'l_^-^olr  o'^n  national 
intc-re^.  that  the  Supreme  Council   publicly  and  re- 
t3ca_tedl^reafj"inn  its  adherence   to  the  j>rinciple  of 
represenl^tlye  qovera'nent  and   constitutional    liberties 
and  Its   intention  to  restore  tliese   at  the  earliest 
possibls  ti ice;    and  that  the   failure   to  desonstrate 
their  good  faith  in  this  matter  vvill   ultj nately  com- 
promise them  in  the  eyes  of   the   free  world  and  of   the 
pecnl^e_o£_i.he  United  States,   and   in  the  forum  of   the 
*  United  K\-».ti"ons.  "  • 

3.  Tne  Adbesssdor  is  authorized  to   invite   the  Chief  of  GovernnGnt  to 
iVashirc;ton  for  an   Inforoial  visit   including  coriferences  with  the 
President  and  the  Secretary  of  State. 

4.  Provided  assurances   ore  given  in  rcsp^rct  to   the  Eatters  to  be  discussed 
under  1   and  2  above  and   that  the  Korean  GoverrLiienf  undertakes  actions 
iirjn^diately  v.ith  respect  to  certain   essential   reforrcs.    Including  the 
conpletSon  of  fiscal,    foreign  er.change  snd   stabilization  reforms, 

the  Tatlo^.^li■/cvit'n   of  the  corporate   structure  and  rates  in  the 
poy.er  and  transportation  industries,   and   the  bringing  into  production 
of  certain  factories  already  built}    and  provided  the  /j^bassador  is 
satisfied  with  evidences  of  Korean  v.lllinnness  and  capacity  to  carry 
out  mutually  agreed  plans  and  progr^-is.    then  the  Asbassador  is  authorized: 


42 


(a)  to   indicale  U.S.  wilHngnpss  to  release  approxjirately 

528  million  in  roaplning  defense   support  funds  for  FY  1961| 

(b)  to  state  that  the  United  States  is  vailing  to  enter  into 
ayreod  conaihTcnts  for  specific  projects  for  expansion  of 
the  pov/er  industry,  j'jswdlolely  uj.-on  cppropriction  of   funds; 

(c)  to   indicate  U.S.   vvillingn^ss  to   <.».»pport  through  U.S.   aid  the 
expansion  and   intensification  of   the  National  Construction 

.    Sei-./ico  on  a   long-tern  bos5s| 

(d)  to  offer  technical  experts  to  assist  the  Korean  Gcvernient  in 
prc-psration  cf   its  Fivc-Ycor  Dovclopoent  Planj   and 

(c)     to   str.ie  that,   i?rovided  substontisl   progress   is  tr^de   in  the 

next  few  ruDi-jihs,    the  U-»it(»d  Stales  will   be  prepared   to  provide 
res:--.)icrs   \c    i'r.e  Kcvfsn  Govcxrm'r.Tl    tc   h^lp  cej-ry  out   a   Five- 
.Yc-ir  Dev?Iop-j?rit   Plan.     As   r.   jc--g-tv;i:;-.  ;;c-3iry,    U,S-    in/lu.nce 
should  be  itlr.forced  by  filing   tCoroiric  dev/elop3>nt  asEistonce 
(as  distingjisljed   frcie  s-jp../orl  ing   af  sis'^?.r'je)   available   in 
IncreiDents  t.hich  cp.n  be  r/ithhold    in   the   event  of  Korean  failure 
to   cairy  out   acreed  pitJor-ES. 
b.      Tlie  Dlre-ior  of   vht  3  nte;'n;.tionsl  Coc;;er."t5on  Art.iinistration  should  take 

i:.r2:-d5ate  r.ersures  to   inipiove  the  acministrj  tion  of   the  United  States 

Operations  Mission   in  Korea,   including  action  to  conceritratc  the- U.S. 

effort   on  the  n^st  esser.t.ial   oroiecrs  anc'  vo  re-:?uce  or  eli'iir.atc*  others- 
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Category  2t     SubsecrJ?nt. U.S.  Actions 

6.     Upon  a  deterrolnation  of. the  Secretary  of  State  that  the  ICorean 
Goverrmient  is  sufficiently  stable  and  cooperative  to  justify  pro- 
vision of  long-range  developisent  assistance  to  it,   the  actions 
specified  in  paragraphs  a  tlirough  d    (pp.   7-82/)  should  be  taV.en, 
including  lbs  appo'ntG.ont  of   a   Special  Envoy  of  the  highest  stature  " 
to  visit  Korea  at  a  tiite  rccocraended  by  the  Aai>as£ador.      The  Envoy 
vjill  be  accoLEpanied  by  a  group  of   economic  advisers  to  perform 
functions  alor.g  the  '^ 'nes  of   those  described   in  Appendix"  A  to  the 
report,    including  assistance   in   the  definition  of  Korean  eccnoniic 
goals.      M^ile  the  Koreans  i/nist   establish  and  take  responsibility  for 
their  ov.-n  goals,   tJie  United  States   can,  having  defined   its  goals, 
help  advise  the  Koreans  tov-ard   coals   that  are  realistic   and  consistent 
wi:uh  our  ov.ti.      The  Gconondc  goals  v.hich  the  United  Statas  should  seek 
to  achieve  in  Korea   includei      (l)    reversal  of  the  prer.ent  do-.^T»;;srd 
trend  in  the  rate  of  econonDic   grcv^'th   and  estiblishrr.ent  of  a  specific 
target  of  an  average  annual  gro//th   rate  for  the   first   five-year  plan 
(rate  in  I960:   2-3  per  cent);    (2)   reduction  of  the  present  uncsploy- 
r.Cfot  er.-d  undere/Lplcynx-nt  rata    (estli^^t&d  at  35  per  cent);    (3)  increase 
in  ave^^ge  real   fara  incocej    and    (-5)   consistent  with   (1)^(3)  above, 
reojction  of   tbe  present  wide  gap  between  i^iports   arid  exports  ($30 
i2illion  V.    S345  ?iiilion)  in  a   staged  progression  tc.vard   an  eventual 
balance   in  J'.orea's   internstional    accourits. 


44 


3/Ta sk   Force  R^-port  a  cf  oroncei 

"b.   itoon_«iju:h_XiQ^ioai.aQrf.  2^__5_t lrr^_2:£:cor2i_jr^od_by jtht 

st-ati2re__,to  visit  T^oroa.      This  onyoy  v;ould  be  acco.-ppgnicd 
bY^_a_Qroiio  of  economic   advi sors _<£k?_v.ou ).d_ carry__out  the 

"c.    Armouncet   on  t>^e_rpccnT^'Lndallqn  of   *^^     Special   Fnypy  and 

^^g  ■''^"^l^^^'^Q^t -^^-^— ^-^-^^"^^%  P^  _ll'g.,y-S'    ^Q  make  available, 
1  n_conr.crt_va th _oj ^ipr.n^ * IQQS  of  ihe  rrv''e  VJrorld.   external 
resources   to  rup,>ort_  a  Kortan  fivr-Ycar  fJational   D3velop.ac-nt 
Plan/"  "^       "  '          " " 

"d .   Auvhori  ze  Jthe .Secr^ary  of  State  to  explore,   -.vi th  nations 
trost    3  j kely  to  r^eke  a   contribution  to  Korean  dove! opircnt 

such  .a  grggraa. *' 

7.  Subject  to  concrete  action  by  the  Korean  Goverrioient  t-o  Increase  electric 
fOv;:-r  j-atcs,  coniol5.dale  the  pover  cocpanies  and  olJrr.inat*  poxer  losr-es, 
or-rounce  U.S.    wHlincjness   to  pvovids,   subject  to  Congressional   a.opro- 

pi  let  ion,    the   c-/.tein2l   resources   req^iixed  to  cr.rry  out  zn  agretd 
fivs-ycer  plan  of   elccvric   oci  er  co-elopvc-nt*^.      In  addition  arnounce 
that  Korean  porer  xequircc.-en' s   for   tl?e  nrxt  tci^  years  will  be  further 
reviewed  and  the  Isvcl  of   U.S.    svpport  rc--exei.-r*r:eQ  follov.-ing  dovelop^Ttot 
of   an  cdequste  Korean  Fivc-Year  Dcvelopr^nt  Plan. 

8.  The  Secretaries  of  St-ate  and  Defense  should  conduct  en  uiccnt  review 
of   the  fz>rc.3  end  tcpiip=?nnt  levels  of  Korean  Ariz:£d   Foiises,    including 
Sn  the  first  instance  a  nilitery  assessment  of    (e)   the  clssions  of 
these  forces,    in  the  context  of   over-all  U.-S.    Far  Fast  strategy  and 

In  the  light  of   the  Cocji-jnist  threat  and  of   Ihr   cnticipaifKi  deploy:r3nt 


'The  United  States   is  curr-ently  se=;'-:lng  discussions  vith  Ihs  Korean  Govtmirnt 
of  a  fivc-yesr  pcv.er  prcoraa  im-olvirg  ths  ccnstrvction  of  400;0CX)  Vii  of 
cdditicnal  generating  capccity.      A  very  rough  estijiate  of   the  total   foreign 
exchange  costs  ever  a   five-ypar  psricd  of  such  a   prooren  u-culd  be  S150 
r.illion.      Tntse  discussions  are   intended   solely   to   achieve  cgree^ent  on  the 
kind  of  prccraci  required  v.-ithout  ccr^i tiient  as  to   financing. 
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end  use  of  U.S.  forces|  and   (b)  the  strategic  iifiplicatlono  oF 
alteraative  force  and  equlpraent  structures,   including  tho-possl- 
bililxJit--a_£iibst3ftt1>i--rEduc'cit3(ir  Sn  forces.     Such  a  military 


assess.Tieh^  should  than  be  keyed  to  political  'and  econoraic  factors,  . 
to  produce  a  reconrseadatlon  for  long-taz-m  force  goals  and  /of 
lD;o^diate  actions,  as  necessory  nnd  practical,  to  n:ove  towa'ixl  these 
goals.     This  review  should  be  completed  in  tif::a  for  use  as  a  basis 
for  allocation  of  FY  1962  railitary  assistance  funds.-"*        :' 
U.S.  military  personnel  should  be  directed  to  encouraga  end  support 
greater  participation  by  Korean  arr=ed  forces  in  the  r.-ork  of  the 
National  Construction  Service  and  in  other  approp»ri?.te  civil  i-Ajrksi 


prOjGcts.     The  revievj  referred  t.o   5.n  8  above  sliould  also  include 
the  preparation,   and  t>!e  assesscront  of  t!:e  economic  find  military 
Inplicocicns  of,  a  program  to  piece  far  creator  stress   chnn  hereto- 
fore on  the  training  of  Korean  military  personnel  rn  sJiills  and 
vocations  v/hich  v.ill  permit  tlisa  to  -ar^ke  e  greater  contribution  to 
the  develop.Tront  of  Korean  infrastixicvure  cod  the  civilian  c-cono;ry« 
10.     The  inprovezsent  of  Japanese-RCiC  relations,  along  the  linss  called 
for  Sn  poragrspb  f(p.9^),   should  ba  discussed  cath  the  Japanese 
Prir:e  minister  curing  bis  visit  to  Viashiregt^n  and  should  be  urged 
upon  the  nes?  regies  in  Korea,      (it  is  recognized  that  this  Is  an 
extreinaly  sensitive  issue  with   the  present  ftC<  regiine.) 


■'"^A  prelir,^insry  revic.v  by  the  Depart^snt  of  Defense  is  included  in 
the  report  as  Appendix  E. 
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-g/Ta sk_Force_neeO£*^  TjsfeTcncei 

fnrjJl^P'^^f^Q  ^^^^^*^ -^^^-^•^-    Pl'^n"ir>9   fPZJ^r^a  and   the, 
jL^dy?  5n  j'McJl_ecpi)jpiQic_s<I]d_ppJJtjcal  differences _he<;v/f»gn 
}^reg_g_nd    7"Pa"  cgn_J>|^b^^doed..  c?,f?£r)Hg_  ij)c_rec?nt  chjj^g^ 

o^ -9°^^^P'^-^P-'— -^^^^— — -'^—-^"'^^'^"^^•^^^  that  vhlj  e  the 
U.S.  v/ill   not  pa.vticloate  acLlvrly  ln_noQot5atlons,    It 
should  be  preporcd_y.o  act  as ^a_catolyst.  in  seeking  a 
s e t.t ioa; on t_^ _ !0l S—F-Ti [Pi?. JJA-OVslLpr   shpiild  be  cnOiiraged   to 
continue. f;f  f orts   recently  berrw n_  to  devnlop  Jjo^ncse   trade 
uith  KoreSj    and   tp_qro\j^8_econofT.ic  assistance  for  Korean 
dcvgloj3:..3nt _c o oyciinatcrd jv itJi  Ara erica n  proo: ans        It    shoii Id 
be  trade  clear   iJiat  Japansse  settle^.ont  of  GARfOA   Is   not 
to  bo  relaxed   to  0 ^.    and  J pponese  aid  to  Korea.      (The  U.S. 
should  also  urge   the  SCNR  to   be  resjionsive  to  Japaneso 
overtures.  )" 

11.  Vr^Q  Director  of  tlie  U.S.    IiTfonxiaiiGn  Aocncy  should  arrange   for  USIS 
to  assist  the  Korean  Governnent,   as  r.iay  be  appropriate,    in  d&fining 
and  r^ropaoaiing  national    ideals  and  goftls  and  in  itproving   tho 
Korean  imge  abroad. 

C ztcoQjr/  3i  _  _R cq: >  1  r cd  _K or&o Q.^:Cjl j^O s, 

12.  The  follcv.ing  basic  roq^iiirt^.Torils  jr.ur.c  bs  pressed  r.-on  the  Korccp-s 
frora  the  outset  if  tlisy  are  to  achieve  tDC-aningful  progress  and  to 
n:al:8  profitLble  use  of   U.S.    dc-velopprcnt  assistsncex 

(a)     Foriculation  and  in.pla-s&ntation  of  a  Kational  Davelcpzent  Plan, 
>.ith  short-rarige,   ctcasvircbie  elcTssnts  susceptible  of  prompt 
fulfilliL-^nt^   and   in  ccnjiinction  thc-rGw.-ith,   undertaking  long- 
range  social  plaLoniRg   including  definition  and  public   pronrjl- 
gation  by  national   leaders  of  national  gosls  and  ideals;    refona 
of  civil   service   and  police    (including  salr.ry  increases)! 
achievezLrnt  of   better  relations  u'ith   students,  intellectuals, 
and  the  pross)    an^d  onh'^i>ce2:cnt  of  Korea's  national  lr:^ce; 
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(b)  Consideration  of  the  prcconrlStions  for  the  eventual  xetum 
to  civilian  rulej 

(c)  Assurances  that  the  nev;  regi3:e  does  not  interfere  v.'ith  CltCUNC 
in  the  discharge  of  its  military  responsibilltiesf 

(d)  Endorse^nent  by  deed  and  uord  of  the  constitutional  freedoas  of 
individuals  to  the  itaxiitum  extent  consistent  v;ith  the  eiergency 
nature  of  the  govera't.2nt,  and  avoidance  of  proaslsciious  abuse  of 
pou-er,  ex  post  facto  lavvs^  blood-purges,  or  other  excesses j 

(e)  Protection  of  the  rural  popijlation  against- the  c-xhorbitant . 
Interest  rates  of  the  aonsy-lenders;  and 

(f )  Foro^ulating  and  ic.ploafentlng  a  tliorou^h  anti-cori-vption  program 
aibng  the  lines  outlined  in  Appsr-nlx  B  to  tos  report.  . 
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IGOMING  TELEGRAM 


Department  of  Sthie       ■^> 


6 


V   '^  \:^y=\\{V     Control:       12371 


n : 07   AM 


FROM:    SEOUL 

TO:       Secretary  of  State 

NO:         1586,    MAY    19,     10   PM 

/ 

NIACT 

SENT  DEPARTMENT  I586,  REPEATED  INFORMATION  PRIORITY  CINCPAC 
PRIORITY  ?68,  TAIPEI  PRIORITY  57,  SAIGON  PRIORITY  32,  TOKYO 
UNNUMBERED. 

DEPARTMENT    PASS   DA,    CNO    AND    AEC  IN 

CINCPAC   FOR   PaAD. 

PRESIDENT   YUN   PO-SUN    HAS    JUST    ANNOUNCED   HIS   RESIGNATION    AND   BROAD- 
CAST  OVER  LOCAL    RADIO   AT    2)00  HOURS   TONIGHT.      AT   APPROXIMATELY 
SAME   TIME    ANNOUNCEMENT    MADE,    PRESIDENT'S    SECRETARY   Yl    TELEPHONED 
POLITICAL    COUNSELOR    CONFIRMING   RESIGNATION.      Yl    STATED   THAT    PRESI- 
DENT'S   INITIAL    EFFORTS    FOLLOWING   COUP    HAD   BEEN   DIRECTED   TO   PRE- 
VENTING BLOODSHED.       NOW   THAT    FIRST    STAGE    OF    COUP   PAST,    PRESIDENT 
WAS  ACCEPTING   POLITICAL    AND   MORAL    RESPONSIBILITY  BY    RESIGNATION. 
PRESIDENT'S   STATEMENT    NOW  BEING   TRANSLATED  AND  WILL    FOLLOW 
UNCLASSIFIED. 

GREEN 
SGC  . '  ■/ 

NOTE:    OSD,    DA,    CNO,    AFCIN    5/19/61     11  r^lO   AM   EGL 


Advance   copy   to   Mr.    Manhard's    office    (NA),     12:A5   p.m.,    5/1&/61. 

CWO/m 
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The  following  is  a  summary  of  a  portion  of 
a  State  Department  message  to  U.S.  Embassy- 
Seoul  of  mid-May,  1961: 

The  Embassy  reported  that  due  to  irresolu- 
tion on  the  part  of  certain  key  Korean 
government  officials  and  the  apparent 
indifference  on  the  part  of  the  general 
public  to  the  fate  of  the  Chang  government, 
the  ability  of  the  United  States  to  exert 
any  influence  on  behalf  of  the  government 
appeared  limited  and  the  Em.bassy  v/as  adopt- 
ing an  attitude  of  "v7ait-and-see. " 


The  following  is  a  summary  of  a  portion  of  a 
U.S.  Embassy  Seoul  message  of  mid  May,  1961: 


The  Embassy  reported  that  it  had  taken 
a  position  supporting  "lawful  procedure 
and  constitutional  means"  and  would  use 
its  powers  of  persuasion  to  have 
military  forces  rem.oved  from  Seoul  and 
otherwise  provide  a  climate  in  which 
all  involved  parties  could  discuss  the 
future.   The  Embassy  also  noted  that, 
while  it  would  encourage  insurgent 
groups  to  support  the  incumbent,  the 
"support  and  the  force  to  restore  situa- 
tion has  to  come  from  Koreans." 
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The  following  is  a  summary  of  a  U.S.  Embassy 
Seoul  message  of  mid-May,  1961: 


The  U.S.  Charge  d 'Affaires  proposed  to 
enter  into  discussions  with  the  Korean 
leadership  to  encourage  the  early 
emergence  of  a  broadly  based  Korean 
government  of  national  unity  which 
would  be  responsible,  non-partisan  and 
predominantly  civilian  in  composition. 
The  Embassy  would  also  emphasize  that 
any  government  having  the  support  of 
the  United  States,  in  addition  to  being 
determined  to  defend  Korea  against 
corrjr.unist  aggression  in  cooperation  with 
the  United  Nations  Coiamand,  would  be  in 
the  Free  V7orld  camp,  recognize  existing 
treaties,  restore  ROK  Armed  Forces  to 
operational  roles  and  control  of  the 
United  Nations  CoiVimand,  release  all 
political  prisoners  and  undertake  no 
political  retaliatory  actions,  work  to 
eliminate  corruption,  and  promote 
economic  stability  and  development. 
The  Embassy  proposed  that  United  States 
Government  policies  and  statements  emphasize 
its  support  of  these  goals. 
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The  following  is  quoted  from  a  U.S.  Embassy 
Seoul  message  of  late  May,  1961: 

Tempo  of  events  within  ROK  now  slowing 
down,  at  least  temporarily.   Complete 
civil  structure  throughout  nation 
appears  under  firm  control  of  ROK  military 
elements.   V7ithin  Seoul  and  other  major 
Korean  cities  attitude  of  apathy  or  vassive 
acquiescence  to  coup  and  subsequent  forma- 
tion of  junta  still  characteristic.   There 
now  seems  however  to  be  note  of  apprehension 
and  circumspection  in  public  attitudes  and 
discussions,  brought  about  doubtlessly  by 
more  rigid  security  measures  and  controlled 
communications  media.   (Press  has  not 
carried  news  arrest  Chang  Cabinet  Members, 
and  extent  public  knowledge  this  action 
unknown. ) 

The  following  is  a  summary  of  portions  of  a 
U.S.  Embassy  Seoul  message  of  late  May,  1961: 


The  Embassy  reported  that  it  has-  reviewed 
the  position  of  the  United  States  with  a 
num.ber  of  Korean  leaders  following  the 
coup,  but  had  seen  little  evidence  that  its 
message  was  getting  through  to  the  core  of 
the  military  junta  with  the  exception  of 
its  call  that  relationships  with  the  United 
Nations  Comjnand  had  to  be  restored  quickly. 
The  Embassy  judged  that  v/hen  the  "parades 
and  rallies  are  over,"  the  Korean  leader- 
ship would  have  to  face  stern  economic 
facts  and  might  be  more  amenable  to  the 
viev/point  of  the  United  States. 
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The  following  is  a  summary  of  a  portion  of 
a  U.S.  Embassy  Seoul  message  of  late  -May, 
1961: 

The  Embassy  reported  that  it  had 
informed  a  senior  Korean  government 
official  that  it  felt  that  resentment 
v;ould  grow  against  any  government  that 
sought  too  long  to  arrogate  unto  itself 
the  right  to  speak  for  the  people,  and 
that  a  time  limit  (possibly  three  months) 
should  be  set  on  any  provisional  arrange- 
ments.  Therefore,  some  guarantee  should 
be  made  for  a  further  referendum,  or  even 
better,  an  election  in  the  not-too-distant 
future. 

The  following  is  quoted  from  a  U.S.  Embassy 
Seoul  message  of  late  May,  1961: 

Current  situation  seems  to  be  one  in 
which  Koreans,  in  face  of  martial  law, 
rigorous  controls  on  press  and  speech, 
and  widespread  nieasures  of  intimidation, 
have  accommodated  themselves  to  coup  and 
hope  that  it  may  provide  opportunity  for 
emergence  more  stable  and  effective 
government.   They  have  not,  however, 
accepted  military  rule  as  a  way  of 
governm.ent  and  our  actions  and  advice 
should  be  directed  toward  objective  of 
restoring  civil  authority. 
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INCOMING  TELEGRAM' '    Department  of  State     .^^rl^  u.  ^. 


54  |^^?5l5^/!^^^rer^. 


FE 


FROM:  SEOUL 

TO:   Secretary  of  State 


Rec'd:      JUNE    I9,     l^Sl 
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BFAC  CINCPAC  FOR  POLAD 

BIGC 

ICA  DURING   PAST  WEEK   EMBOFF'S    FIELD   TR]P    THROUGH  SOUTHERN   PROVINCES 

P  INCLUDING  CITIES   PUSAK'aND    KWA^/gJU  PROVIDED   OPPORTUNITY   FOR   ASSESS- 

USIA  MENT   MAJOR  DEVELOPMENTS    AND   PUBLIC  ATTITUDES   THOSE   AREAS   DURING 

NSC  MONTH   FOL  COUP. 

INR 

CIA  MIL  OFFS  INSTALLED  IN  HIGHER  CIVIL  GOVT  POSITION  APPEARED  TO  BE 

NSA  INDIVIDUALS  OF  CONSIDERABLE  ABILITY,  DEDICATED  TO  ELIMINATION 

OSD  Qp  E^viLS  WHICH  HAVE  LONG  PERMEATED  KOREAN  SOCIETY,  AND  ANXIOUS 

NAW   ^°  ^'^'^'^  ^'^"  "^  ^°  ^^'^  ^^'^*  ^^'^^   BRING  GREAT  INTEREST  AND 
^^^   CONSIDERABLE  EXPERIENCE  IN  ADMIN  PRACTICES  AND  IN  THIS  FIELD  NEW 
COM    ^°^^  SEEMS  TO  BE  MAKING  GOOD  PROGRESS.   SEVERAL  INDEPENDENT 
j^^    OBSERVERS  TESTIFIED  TO  INCREASES  IN  SPEED  AND  HONESTY  WITH  WHICH 
ADMINISTRATIVE  MATTERS  ARE  NOW  HANDLED  BY  GOVT  OFFICES,  AND  IT  IS 
IN  SUCH  MATTERS  AS  IMPROVED  TRAFFIC  CONTROLS,  SANITATION  MEASURES, 
TAX  COLLECTIONS,  ETC.,  THAT  REALLY  STARTLING  IMPROVEMENTS  HAVE 
BEEN  REALIZED.   IN  DISCUSSING  THEIR  PLANS  AND  PROBLEMS,  MILITARY 
ADMINISTRATORS  WERE  CORDIAL  AND  APPARENTLY  STRAIGHT  FORWARD 
CONCERNING  FUTURE  POLICIES,  MILITARY  ADMINISTRATORS  ALMOST  WITHOUT 
EXCEPTION  STRESSED.  NECESSITY  OF  RAISING  CIVIL  SERVANT  AND  POLICE 
SALARIES  TO  LEVELS  WHICH  WOULD  ENABLE  THESE  INDIVIDUALS  LIVE 
WITHOUT  ACCEPTING  BRIBES;  UNLESS  THIS  ACCOMPLISHED  SOON  THEY  FELT 
THAT  ROT  OF  CORRUPTION  WOULD  AGAIN  OCCUR.   SEVERAL  INDIVIDUALS 
ALSO  URGED  NECESSITY  OF  GREATER  DECENTRALIZATION  OF  AUTHORITY 
FROM  SEOUL  TO  PROVINCIAL  AND  MUNICIPAL  AUTHORITIES;  IN  THIS  CON^ 
TEXT,  HOWEVER-,.  1T..SJGNI  Fl  CANT  THEY  DID  NOT  BROACH  IDEA  OF  GIVING 

/REPRESENTATION 
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REPRESENTATION  TO  ANY  POPULARLY  ELECTED  PROVINCIAL  OR  MUNICIPAL 
REPS. 

DESPITE  ADMIN  IMPROVEMENTS  INSTITUTED  BY  NEW  GOVT,  HOWEVER, 
EXTREME  NATURE  OF  SOME  ACTIONS  COMBINED  WITH  SHARP  ECON  CONTRACTION 
HAS  CAUSED  WIDESPREAD  APPREHENSION  IN  MORE  SOPHISTICATED  ELEMENTS 
POPULATION  AND  SOME  DISTRESS. 

GOVT  ACTIONS  LEADING  TO  THIS  STATE  ACUTE  UNEASINESS  AND  CONTRIBUTING 
TO  ECON  PANIC  INCLUDE:  (1)  LARGE  SCALE  ARRESTS  OF  ALLEGED  LEFTISTS 
ILLEGAL  PROFITEERS,  AND  RACKETEERS  IN  IMMEDIATE  POST-COUP  PERIOD. 
ALTHOUGH  SOME  FAMiLIES  HAVE  BEEN  PERMITTED  SEND  IN  FOOD,  PRISONERS 
HAVE  OTHERV;|SE  BEEN  HELD  VIRTUALLY  I  NCGMM'JNI  CADO  AND  THERE  IS 
NERVOUSNESS  REGARDING  THEIR  TREATMENT  AND  EVENTUAL  DISPOSITION. 
(2)  POLICE  ARE  NOTICABLY  HARSH  IN  DEALIt^KJ  WITH  PUBLIC.   NOT  CLEAR 
WHETHER  THIS  PRIMARILY  REFLECTS  PRESSURES  FROM  ABOVE  OR  SOf^ 
MEASURE  RETALIATION   AFTER  YEAR  IN  WHICH  POLICE  WERE  TARGET  POPULAR 
DISLIKE.   (3)  GOVT'S  ACTIONS  IN  DEMOLISHING  UNA.UTHORI  ZED  SMACKS 
CN  OUTSKIRTS  CITIES  AND  REQUIRING  SMALL  PEDDLERS  WITHDRAW  THEIR 
CARTS  FROM  FORMER  LOCATIONS  IN  r^IN  STREETS  AND  MARKETS  IMPOSED 
REAL  HARDSHIPS  ON  THESE  GROUPS  WHICH,  UNDER  BEST  OF  CIRCUMSTANCES, 
EKE  OUT  MARGINAL  EXISTENCE.   ;(  DEMOLITION  SHACKS  WAS  STOPPED  SOME 
TIME  AGO  BUT  EVICTED  INHABITANTS  REMAIN,  !N  MOST  CASES  AS  PUBLIC 
CHARGES.)   (U)   DRASTIC  LAW  ENFORCEMENT  OPERATIONS  SUCH  AS  WHOLESALE 
SEIZURES  IMPORTED  AND  PRESUMABLY" SMUGGLED  GOODS  AND  IMPRISONMENT 
OF  NUMEROUS  MERCHANTS  AND  SEAMEN  SUSPECTED  PARTICIPATING  SMUGGLING 
OPERATIONS.   MOST  EXTENSIVE  OPERATION  THIS  SORT  OCCURRED  JUNE 
1 14-15  AT  MASA,  WHICH  IS  NOTORIOUS  CENTER  FOR  SMUGGLING,  AND 
RAIDS  IN  PUSAN  HAVE  LED  TO  CLOSURE  CONSIDERABLE  NUMBER  STORES 
IN  DOWNTOWN  SHOPPING  AREA.   (5)   ANNOUNCEMENT  OF  LAW  TO  LIMIT 
INTEREST  RATES  TO  BE  CHARGED  ON  FARMER'S  DEBTS  HAD  SHORT  RANGE 
EFFECT  OF  VIRTUALLY  DRYING  UP  CREDIT-  IN  COUNTRYSIDE.   MONEY 
LENDERS  HAVE  BEEN  UN»//ILLING  f>IAKE  LOANS  SINCE  THAT  TIME. 

ALL  INFORMANTS  AGREED  THAT  IN  URBAN  AREAS  THERE  IS  NO*//  ECON 
STAGNATION  AND  THAT  UNLESS  EARLY  STEPS  TAKEN  TO  REMEDY  SITUATION 

/THERE  WILL 
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TF   Authorities  have  taken  some  steps  to  reduce  distress  but  pro- 

NSC   VINCIAL  AND  MUNICIPAL  AUTHORITIES  APPARENTLY  FEEL  THAT  FURTHER 
J^   SWEEPING  MEASURES  NECESSARY.   ACTIONS  REPORTEDLY  ALREADY  TAKEN 
NSA   INCLUDE:   (A)  LOANS  AVERAGING  ABOUT  10,000  HWAN  PER  FARM  FAMILY 
OSD   WERE  RELEASED  THROUGH  AGRICULTURAL  BANK  AND/OR  AGRICULTURAL 
ARMY  COOPERATIVES,  (B)  LAGGING  NATIONAL  CONSTRUCTION  PROGRAM  WAS 
NAVY  SPEEDED  UP  WITH  NUMEROUS  PROJECTS  INSTITUTED  AS  OF  MAY  22-23, 
^IJ   COUPLED  WITH  INTENSIFIED  AND  REASONABLY  EFFECTIVE  EFFORTS  TO  PUT 

WAGE  PAYMENTS  ON  CURRENT  BASIS,  AND  (C)  FREE  GRAINS  WERE 
Rl^   DISTRIBUTED  TO  POORER  FARMERS.   THE  GOVERNOR  SOUTH  KYONGSANG 
AND  MAYOR  PUSAN  ADVOCATED  THESE  FURTHER   STEPS  AS  WELL: 
(A)  GOVT  ACTION  TO  REHOUSE  INDIVIDUALS  WHOSE  SHACK  |-,OMES  HAD 
BEEN  DEMOLISHED  AND  TO  PROVIDE  SPECIAL  MARKET  AREAS  FOR  PUSHCART 
VENDORS,  (B)  SPECIAL  BANK  CREDITS  TO  PROVIDE  WORKING  C*AP  I TAL 
FOR  OPERATION  FACTORIES,  AND  (C)  REDUCED  ELECTRICITY  RATES  AS 
PRINCIPAL  MEANS  PUTTING  FACTORY  OPERATIONS  ON  PROFITABLE  BASIS. 

COMMENT:   THERE  IS  MARKED  VARIATION  IN  ATTITUDES  TOWARD  NEW  GOVT 
BETWEEN  RURAL  AND  URBAN  AREAS.   FARMERS,  GENERALLY  POLITICALLY 
INERT  AND  PRIMARILY  CONCERNED  WITH  THEIR  IMMEMORIAL  TASKS^ 
APPEAR  FAVpRABLY  DISPOSED  NEW  GOVT.   POLICE  RESTRICTIONS  DO  NOT 
AS  YET^BE'AR  HEAVILY  UPON  THEM^  THE-Y  HAVE  RECEIVED  ADEQUATE 
SUPPLIES  FERTILIZER,  LIMITED  BUT  TEMPORARILY  SUFFICIENT  CREDIT 
HAS  BEEN. PROVIDED,  AND  THE  STEP  UP  IN  NATIONAL  CONSTRUCTION 
SERVICE  PROJECTS-COa  NCI  DING  WITH  BUSY  FARMING  SEASON  HAS 
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RESULTED  IN  ACTUAL  MANPCWER  SHORTAGE  WITH  EMPLOYMENT  OPPORTUNITIES 
FOR  ALL.   WHILETHEY  HAVE  DOUBTS  REGARDI NG  WORKABI L I TY  I NTERST 
RATE  LIMITATION  LAW  THEY  REGARD  GOVT'S  ACTION  AS  INDICATION 
GENUINE. CONCERN  THEIR  WELFARE  AND  ARE  ACCORDINGLY  APPRECIATIVE. 
ALL  THIS  IN  HOPEFUL  ATMOSPHERE  OF  EARLY  SUMMER  WITH  APPARENTLY 
GOOD  BARLEY  AND  WHEAT  CROPS  COMBINED  PRODUCE  FAVORABLE  ATTITUDE^ 

URBAN  ATTITUDE,  ON  OTHER  HAND,  IS  ONE  OF  DOUBT  AND  APPREHENSION. 
SEVERAL  PERSONS  WHO  SAID  THEY  HAD  SUPPORTED  COUP  BECAUSE  THEY 
CONSIDERED  CHANG  MYON  GOVT  WAS  INCAPABLE  DEFENDING  COUNTRY  AGAINST 
COMMUNISTS  AND  HAD  FAILED  ROOT  OUT  CORRUPTION  INDICATED  TO  EMB 
OFF  CONCERN  AND  EVEN  BITTERNESS  TOWARD  NEW  GOVT.  IMPRESSION  IS 
THAT  THERE  IS  LITTLE  RAPPORT  BETWEEN  GOVT  AND  INTELLECTUALS, 
THAT  GENERAL  PUBLIC  IS  APPREHENSIVE  BUT  STILL  UNCERTAIN,  AND 
THAT  GENERAL  INTIMIDATION  PROBABLY  PREVENTS  EXCHANGE  OF  REAL 
VIEWS  SITUATION  EXCEPT  AMONG  MOST  INTIMATE  FRIEDNS.   ONLY  CONCERN 
REGARD  I  NaG  BUSINESS  AND  ECON  PROSPECTS  ARE  OPENLY  VOICED.   BASIC 
QUESTIOlsCS  TO  WHICH  URBAN  PUBLIC  NOW  SEEKING  ANSWERS  ARE:   (l)  HOW 
FAR  WILL  GOVT  PUSH  REPRESSIVE  MEASURES?   (2)   HCW  LONG  WILL 
MILITARr  AUTHORITIES  HOLD  ON  TO  PCWER? 

FIRST  QUESTION  IS  PROBABLY  MATTER  INWINENT  CONCERN  AT  ALL  LEVELS 
SOCIETY  WHILE  INTEREST  ON  LATTER  POINT,  AS  YET,  MAY  BE  CONFINED 
F'R I NC I PAJ.LY  TO  EDUCATED  STRATA  POPULATION. 

GREEN 

KEA 
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■  r- 

THERE  WILL   SHORTLY   BE    REAL   D|  STRESSJCONTRACTION    IS   MOST    NOTICABLE 
IN   RETAIL   SECTORS    ECON  WITH   COFFEE    HOUSE    VIRTUALLY  DESERTED, 
RESTAURANTS    OPERATING  AT    FRACTION   CAPACITIES,    BUSES   AND  JITNEYS 
HALF    FILLED,    AND   MARKET    PLACES   STAGNANT.      MOREOVER,    REPORTED 
ON  GOOD   AUTHORITY   THAT    MANY   FACTORIES    NOW  CLOSED  AND  THAT   THOSE 
STILL   OPEN  ARE    OPERATING  AT    ONLY   PARTIAL   CAPACITY  WHICH    IN  CLIMATE 
OF  APPREHENSION  AND   UNCERTAINITY    INDIVIDUALS   ARE    REPEATEDLY 
INCLINED  AVOID   EXPENDITURES   AND    KEEP   THEIR   FUNDS    IN  PRIVATE   HOARDS, 

GREEN 

JH 
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The  follov/ing  summary  and  quotes  are  taken 
from  a  U.S.  Embassy  Seoul  message  of  mid-June, 
1961: 

The  American  Charge  d 'Affaires  in  Seoul 
reported  that  based  on  his  recent  con- 
versations with  leaders  of  the  Korean 
government,  he  had  concluded  that  the 
military  junta  had  no  intention  of  relin- 
quishing power  to  civilian  authority  for 
a  long  time,  perhaps  years.   He  added: 

"Junta  outwardly  appears  confident  that 
US  gives  and  will  give  it  full  support, 
and  indeed  increased  economic  aid,  as 
long  as  junta  demonstrates  it  is  clearly 
anti-communist.   Up  to  present,  junta's 
principal  argument  for  full  or  increased 
US  support,  usually  made  in  private 
conversations,  is  that  this  will  help  put 
government  in  strong  position  from  v;hich 
it  (especially  younger  military  officers 
will  feel  they)  can  afford  be  less 
repressive  and  more  attentive  to  broaden- 
ing base  of  government.   In  absence  full 
support  and  assistance  in  future,  however, 
junta  will  seek  to  intimidate  US  into  giving 
such  support  on  grounds  that  only  alterna- 
tive to  continuation  of  junta  is  a  communist 
takeover. " 

He  recommended  to  the  Department  that  "we 
should  continue  along  general  policy  lines 
which  we  have  pursued  over  (the)  past 
several  weeks.   Although  many  of  our 
counsels  seem  to  have  been  ignored,  I 
nevertheless  feel  that  our  efforts  have 
not  been  all  in  vain.   We  have  undoubtedly 
averted  perpetrations  of  greater  excesses 
by  (the)  regime.   Moreover,  US  press  and 
congressional  reactions  have  not  gone 
unnoticed,  and  ROKG  leaders  are  acutely 
aware  of  (the)  necessity  for  continued 
military  and  economic  aid  from  us.   Despite 
surface  appearances,  (the)  junta  is 
probably  far  from  feeling  secure."   He 
notes  that  this  feeling  of  uncertainty  is 
probably  the  most  useful  short-range  means 
of  preventing  the  Korean  leadership  .^6-r*>^ 
ignoring  the  rights  and  welfare  of  the 
Korean  people,  and  influencing  it  to  move 
in  the  direction  of  positive  programs  for 
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coping  v/ith  national  problems  which 
could  enlist  true  public  support.   He 
opines:   "Under  these  conditions,  a 
position  of  friendly  reserve  is 
infinitely  preferable  to  expressions 
of  corriplete  confidence  and  support  which 
reduce  our  ability  to  influence  (the) 
situation  and,  in  (the)  event  (the) 
regime  becomes  dangerously  repressive 
and  discredited  v/ith  people,  (it)  would 
resound  only  to  (the)  advantage  of  the 
ever-ready  cor;imunists  and  to  permanent 
detrim.ent  of  US  standing  with  the  Korean 
people. " 

He  concludes:   "US  friendship  and  prestige 
in  Korea  should  not  stand  or  fall  with  this 
present  regim.e.   Our  tim.e-tested  friends 
in  Korea  are  still  the  Korean  people,  not 
necessarily  those  fev7  who  arrogate  power 
to  speak  for  them,  who  may  be  corrupted 
by  the  power  they  too  long  wield,  and  who 
may  fail  to  hold  this  nation's  confidence 
and  support." 
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The  following  is  a  summary  of  a  portion 

of  a  U.S.  Embassy  Seoul  message  of  mid-June, 

1961: 


In  a  discussion  with  a  senior  official 
in  the  new  Korean  government,  the  Charge 
d 'Affaires  emphasized  that  it  was  ex- 
tremely important  that  the  new  leadership 
clarify  its  intentions  with  regard  to  four 
dominant  considerations:   (a)  command 
relationships;  (b)  the  new  government's 
respect  for  lawful  procedures  and  protec- 
tion of  human  rights;  (c)  when  and  how  it 
proposed  to  achieve  a  broadly  based  civilian 
government;  and  (d)  its  plans  for  promoting 
economic  development.   The  Charge  said  that 
the  position  of  the  United  States  in  relation- 
ship to  Korea  could  not  be  determined  until 
the  new  government  had  made  its  position 
explicit  by  deeds  as  v;ell  as  words.   He 
noted  that  the  question  of  basic  human 
rights  was  particularly  urgent  since  there 
were  widespread  disturbing  reports  of 
arrests  of  government  and  military  leaders. 
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The  follov;ing  is  a  surrjnary  of  a  portion 
of  a  U.S.  Embassy  Seoul  message  of  late, 
June,  1961: 

The  Ambassador  expressed  to  a  senior 
Korean  official  the  concern  of  the 
United  States  for  economic  development 
and  a  speedy  return  to  civilian  govern- 
ment.  He  indicated  that  the  ability  of 
the  United  States  to  support  the 
Government  of  Korea  would  depend  upon 
cooperation  and  mutual  understanding 
between  the  two  countries,  and  progress 
made  by  Korea  in  certain  areas  of  con- 
cern to  the  United  States.   The 
Ambassador  was  reassured  that  economic 
reforms  would  continue,  and  that  while 
a  date  could  not  be  set  for  the  return 
to  civilian  rule,  the  Government  of 
Korea  had  pledged  to  do  so.   Further- 
more, all  those  in  custody  on  political 
charges  V70uld  be  given  fair  public 
trials. 


62 


The  follo^■ing  is  a  summary  of  portions  of  a 
U.S.  Embassy  Seoul  message  of  late  June, 
1961: 

In  a  m.eeting  with  a  Korean  leader,  the 
Ambassador  repeated  assurances  previously 
given  that  the  United  States  was  prepared 
to  deal  with  the  military  government  on  a 
friendly  and  cooperative  basis,  and  that 
as  tangible  evidence  of  this,  the  United 
States  would  immediately  release  $28  million 
in  FY  61  support  assistance  for  the  purchase 
mainly  of  fertilizer.   This  would  be  done 
on  the  basis  of: 

A.  Assurances  were  received  of  the  govern- 
ment's intention  eventually  to  restore 
democratic  rule; 

B.  Steps  the  new  government  had  already  taken 
to  unify  corporate  structure  of  the  utility 
industry  and  the  promise  to  establish  a  rate 
commission  in  conformance  of  the  United 
States'  agreement  with  the  previous  govern- 
ment; 

C.  A  net  reduction  in  the  civil  service  by 
40,000  and  an  increase  pay  to  civil  servants; 

D.  Efforts  by  the  new  government  to  root 
out  corruption;  and, 

E.  Initial  promises  to  relieve  farmers  of 
onerous  interest  along  with  other  construc- 
tive economic  reforms. 

The  Ambassador  specifically  stated  that  the 
United  States  was  not  prepared  to  commit 
support  to  a  development  program  until 
various  reforms  were  actually  carried  out. 
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INR 

CIA        PASS  DEFENSE. 

N$A 

OSD         CINCPAC   FOR   POLAD. 

ARMY 

NAVY   ,^   y£  HAVE  COMPLETED  OUR  FIRST  APPRAISAL  OF  EXTENT  TO  WHICH 

A^^    Ml  LIT  REVOLUTION  MAY  BE  COMMUNIST  INSPIRED  OR  INFLUENCED  OFTEN 

IN  DIRECTIONS  WHICH  WILL  BENEFIT  COMMUNISTS.   THIS  TEL  SUMMARIZES 

CONCLUSIONS.   DETAILS  BY  DESPATCH. 

2.   BALANCE  OF  EVIDENCE  OVERWHELMINGLY  INDICATES  MAINSPRINGS  THIS 

REVOLT  ARE  PATRIOTIC,  NATIONALISTIC,  AND  ANT  I -COMMUN I  ST .   WHILE 

CERTAIN  OPPORTUNIST  ELEMENTS  NO  DOUBT  ORGANIZED  OR  JOINED  REVOLT 

TO  ADVANCE  THEIR  PERSONAL  FORTUNES  MAIN  MOTIVATIONS  OF  THOSE 

BEHIND  COUP  WE  BELIEVE  WERE  : 

-  i 

A.      DISGUST  WITH   ENDEMIC    CORRUPTION   AND    TOLERANCE   OF    CORRUPTION  \ 

IN   MILITARY,     IN   ALL    THREE    BRANCHES   OF    GOVT,    AND   PERMEATING 

ALMOST   ALL    ASPECTS   OF    KOREAN    LIFE.  •      - 

8.       INCOMPETENCE    AND    INEFFECTIVENESS   OF    GOVT   AND   AIMLESSNESS   OF 
GOVT  POLICY,    AND   CONSEQUENT    ECONOMIC   STAGNATION,    PUBLIC    FRUSTRATION 
AND   SPIRITUAL    DRIFTING    AND    CONFUSION. 

C.      FEAR    (    ALBEIT   EXAGGERATED)    THAT   COMMUNIST  SUBVERSION  WAS 
TAKING   ADVANTAGE -OF -(#)    AND   ARE   GENUINELY    TRYING   TO   TAKE 

CORRECTIVE   MEASURES 


I 

!l  GA 
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CORRECTIVE  MEASURES  AND  TO  KEEP  REVOLUTIONARY  ARDOR  FOCUSED  ON 
ACHIEVING  DECLARED  AIMS  OF  REVOLUTION. 

Ik.       THE  POSSIBILITY  THAT  C0f>1'4UNIST  SLEEPERS  ARE  MIXED  IN  WITH 

/  REVOLUTIONARY  LEADERS  OR  THEIR  CIVILIAN  ADVISERS  AND  MAY  EVEN 

/  OCCUPY  KEY  POSITIONS  CANNOT  PE  DISCOUNTED.   OUR  STUDY  OF  BACKGROUND 

I  CERTAIN  THESE  LEADERS  WITH  PAST  CO^V>IUNIST  ASSOCIATIONS  SUGGEST 

THIS  AS  DEFINITE  POSSIBILITY;  AND  THERE  MAY  BE  OTHERS  IN  POSITIONS 
OF  PCMLR   WITH  NO  PAST  C0M?-1UNIST  RECORD  WHO  ARE  PLAYING  COMMUNIST 
GAME.   WE  RULE  OUT  GEN.  PAK  CONG  HUl  I N  TH I S  CATEGORY  MAINLY 
^^ECAUE  HIS  DEFECTION  FROM  COMMUNISTS  AND  TURNOVER  APPARATUS  WOULD 
MAKE  HIM  VICTIM  NO.  1  IF  CCMVUNISTS  EVER  TOOK  PO^ER.   WE  INCLINED 
TREAT  WITH  CAUTION  CHARGES  (  SUCH  AS  THOSE  MADE  BY  LT.  GEN.  tf^^ 
fimmP^)  ^^^'^    PARTICULAR  INDIVIDUALS  IN  MIL  IT  GOVT  ARE  COMMUNIST 
ON  GROUNDS  THESE  BASED  ON  CIRCUMSTANTIAL  EVIDENCE  AND  MAY  ALSO  BE 
MOTIVATED  BY  PERSONAL  BIAS  AND  ANIMOSITY. 

5.  FACT  THAT  COUP  EFFICIENTLY  STAGED  AND  EXECUTED  AND  SHCWED 
CLEAR  UNDERSTANDING  OF  TECHNIQ-JE  OF  TAKING  PCV/ER  IS  NOT  IPSO 
FACTO  EVIDENCE  THIS  IS  COMMUNIST  PLOT.   GEN.  GURSEL  DID  SAME  THING 
IN  TURKEY,  AS  DID  GEN.  AYUB  IN  PAKISTAN,  AND  INDEED  THESE  REVOLU- 
TIONS WERE  INSPIRATION  TO  RC-K  COUP  PLOTTERS.   MOREOVER  PERFECTION 
OF  EXECUTION  COULD  BE  EQUALLY  ATTRIBUTED  TO  EXCELLENT  MILIT  TRAIN- 
ING OVER  YEARS  GIVEN  BY  US  FORCES  TO  ROK  MILIT  IN  ORGANIZATION, 
LOGISTICS  AND  INTELLIGENCE. 

6.  FACT  THAT  SOVIET,  NORTH  KOREA,  AND  RED  CHINA  HAVE  REACTED  SO 
STRONGLY  TO  THIS  REVOLUTION  IS  ADDITIONAL  FACTOR  WHICH  HAS  LED  US 
TO  INTERIM  CONCLUSION  THIS  REVOLUTION  NOT  COMMUNIST  MANIPULATED. 

AM  AWARE  THAT  COMMUNISTS  CAPABLE  OF  UNLIMITED  DUPLICITY,  BUT  THERE 
IS  SO  MUCH  EVIDENCE  OF  ANTI -COMr<UNI  SM  IN  THIS  REVOLUTION  (E.  G. 
NEW  AND  MORE  SEVERE  ANT  I-  CO^C>«UMST  LAWS  AND  STEP  UP  IN  ANTI- 
COf^UNIST  PROPAGANDA)  THAT  I  THINK  SUCH  AN  INTERPRETATION  WOULD 
BE  BIZARRE. 

BERGER 
JVC. 
(#)  OMISSION.   CORRECTION  TO  FOLLOW. 
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The  follovving  substance  is  taken  from  portions 
of  a  U.S.  Embassy  Seoul  message  of  late  October, 
1961: 

The  Embassy  reported  that  the  military  govern- 
ment had  now  been  in  power  five  months  and  had 
taken  hold  v/ith  "energy,  earnestness,  determina- 
tion and  imagination,  albeit  with  certain 
authoritarian  and  military  characteristics  v;hich 
have  hampered  its  public  image."   The  Embassy 
noted  that  while  it  had  no  popular  base  and 
there  was  little  evidence  of  positive  popular 
enthusiasm,  the  government  is  a  "genuine 
revolution  from  the  top  trying  to  introduce 
sweeping  reforms  of  a  most  fundamental  kind. 
Projects  of  reform  long  talked  about  or  under 
actual  consideration  by  previous  governments 
are  becoming  realities  in  banking  and  credit 
policy,  foreign  trade,  increased  public  works 
for  unemployed,  tax  evasion,  agriculture, 
trade  union  organization,  education,  public 
administration,  social  welfare  (prison  reform, 
rehabilitation  of  prostitutes,  birth  control 
information,  assistance  to  veterans  and  •their 
survivors)  and  other  fields."   The  Embassy 
noted  that  many  reform.s  v/ere  constructive  and 
some  had  long  been  urged  by  American  advisors. 
Others,  v;hile  v/ell-intentioned,  have  been  too 
hastily  developed  or  poorly  implemented.   Some 
of  these  latter  had  already  undergone  correc- 
tion, as  in  some  cases  the  government  was 
prepared  to  admit  and  correct  mistakes.   The 
military  governm.ent '  s  efforts  to  deal  with 
wholesale  graft,  bribery  and  corruption  in 
government  and  business,  smuggling,  large-scale 
diversion  of  military  supplies,  hoodlum  terror, 
and  police  and  press  blackmail  of  individuals 
are  genuine  and  are  producing  results. 
Vigilance  against  communist  subversion  and  the 
quality  and  volume  of  anti-communist  propaganda 
have  greatly  improved.   Government  administra- 
tion, while  improved  in  the  sense  that  it  is 
now  possible  to  get  rapid  top-side  decisions, 
is  suffering  from  continuous  changes  in 
intermediate  and  senior  personnel,  but  the 
situation  is  gradually  stabilizing  in  this 
regard. 
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The  EiP.bassy  notes  that  a  large  part  of  the 
population  remains  non-commital ,  and  "wait  and 
see"  remains  the  most  characteristic  attitude 
of  the  majority  of  Koreans.   VJithin  the 
government,  internal  struggles  continue  and  the 
"long-term  problem  (is)  far  from  resolved. 
There  are  also  a  few  signs  of  corruption  and 
graft  again  appearing  in  high  places."   However, 
the  "economic  cost  of  doing  business  should  be 
reduced  v;ith  reduction  in  heavy  political  con- 
tributions and  bribes  all  or  nearly  all 
government  enterprises  have  in  past  fun  with 
heavy  losses  and  subsidies."   The  Emassy  con- 
cluded by  noting  that  despite  the  dangers  in 
the  current  situation,  from  the  United  States 
point  of  view  "this  government  still  offers 
m.uch  hope"  and  the  Embassy  is  "encouraged  by 
the  fact  (that)  we  have  access  to  top  leaders 
and  they  are  often  responsive  to  our  private 
counsel  and  advice  and  sensitive  to  United 
States  and  v;orld  opinion." 
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The  follov/ing  is  a  surrmiary  of  portions  of 
a  U.S.  Embassy  Seoul  message  of  mid-March, 
1962: 

In  the  course  of  meeting  with  senior 
Korean  officials.  Governor  Karriman 
said  that  opinion  in  the  United  States 
would  be  shocked  by  the  Korean  govern- 
ment's announcement  of  a  new  law 
restricting  political  activity,  and 
that  it  could  complicate  the  problem 
of  supporting  assistance  for  Korea 
before  Congress.   He  said  that  while 
the  objective  of  cleaning  our  corrupt 
politicians  was  understandable,  the 
way  in  which  it  is  done  and  the  way  it 
is  presented  to  the  public  plays  an 
im.portant  part.   Harrim.an  asked  if  the 
Korean  government  v/ere  planning  to 
elaborate  on  how  the  law  will  be 
carried  out,  and  was  told  that  would 
be  done  the  following  week.   The 
following  points  were  m.ade  to 
Harriman:   (a)  the  revolutionary 
government  had  to  find  some  means  of 
eliminating  corrupt  politicians;  (b) 
the  previous  government  has  passed  a 
law  restricting  civil  rights  affecting 
800  people  from  the  Rhee  government 
and  that  with  the  repeal  of  that  law 
their  civil  rights  would  be  restored 
and  they  would  have  the  opportunity 
to  run  for  office  if  they  pass  screen- 
ing test;  and  (c)  great  importance 
must  be  attached  to  the  ability  of  the 
leadership  to  clear  people  if  they 
indicate  support  of  revolutionary 
objectives.   In  response  to  a  query, 
a  Korean  leader  said  that  a  total  of 
about  4,000  persons  would  be  subject 
to  screening  of  v;hich  all  but  about 
1,000  would  be  cleared.   Previously, 
other  Korean  leaders  have  used  a  total 
figure  of  8,000,  but  had  given  no 
indication  of  the  proportion  likely  to 
be  cleared. 
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The  following  summary  is  taken  from  portions  of 
a  U.S.  Embassy  Seoul  message  of  early  June,  1962; 

The  Embassy  reported  that  for  several  weeks 
there  had  been  indications  that  serious 
strains  and  differences  were  developing 
within  the  Korean  government.   It  cited 
as  examples  of  events  which  suggested 
"something  serious  developing":   wild 
stock  market  speculation  in  March-April, 
the  resignation  in  May  of  Governor  Yu 
Ch'ang-Sun  of  the  Bank  of  Korea,  uneasiness 
of  the  Ministry  of  Finance,  the  retirement 
of  General  Pak  Im  Han,  scatements  by  a 
senior  government  official  that  June  would 
see  leadership  changes  (subsequented  by  a 
governinent  spokesman)  and  would  be  a  "month 
of  tension,"  one  publicized  assassination 
plot  and  several  attempted  coup  rumors  in- 
volving the  military  which  V7ere  not 
publicized.   The  Ambassador  had  asked  a  top 
Korean  government  leader  about  the  stock 
market  speculation,  and  had  been  told  that 
there  v;ere  conflicting  stories  and  he  had 
asked  for  an  investigation.   The  Korean 
official  also  said  that  there  had  been 
arrests  relating  to  the  reported  coup  and 
assassination  plots,  and  the  detainees 
were  being  questioned. 
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The  following  is  a  summary  of  a  portion 
of  a  U.S.  Embassy  Seoul  message  of  late 
June,  1962: 


During  a  discussion  v;ith  a  senior 
Korean  government  official  primarily 
on  economic  subjects,  a  senior 
Embassy  official  cited  continuing  reports 
of  irregular  KCIA  involvement  in  military 
supply  contracts.   The  allegations  v/ere 
that  foreign  exchange  v;as  being  generated 
through  collusive  bivdding,  and  the  United 
Nations  Corrunand  was  concerned  and  examin- 
ing the  situation  closely.   The  Em.bassy 
official  noted  that  while  various  sources 
v;ere  reporting  that  the  KCIA  was  being 
restricted  to  its  proper  function,  the  old 
adage  about  "seeing  is  believing"  took  on 
greater  m^eaning  each  day. 


35-283  0-78 
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The  following  is  a  suTanary  of  a  Department  of 
State  message  to  U.S.  Embassy  Seoul  of  early 
April,  1963: 

The  Department  of  State  advised  the  Embassy 
that  it  might  need  to  make  particularly 
X->ersuasive  efforts  with  key  government  leaders 
to  make  clear  that  the*  decision  to  proceed 
v;ith  the  referendum  might  affect  future 
Aiiierican  economic  aid  to  Korea.   The  Department 
suggested  that  the  Embassy  might  refer  to 
recent  Korean  statem.ents  that  the  United  States 
has  no  alternative  but  to  support  Korea  and  to 
recent  speculation  in  the  Korean  press  that  the 
United  States  would  or  would  not  reduce  or  cut 
off  assistance  to  Korea.   The  Department  pointed 
out  that  the  question  is  one  of  the  degree  of 
American  public  and  congressional  support  for 
continued  economic  assistance  at  a  high  level, 
and  that  if  military  rule  in  Korea  is  extended 
without  first  having  a  national  consensus  on 
the  means  and  timing  of  transition  to  civilian 
government,  current  criticism  in  the  United 
States  of  the  Korean  military  government  will 
inevitably  be  intensified,  thereby  sharply 
reducing  the  ability  of  the  United  States 
government  effectively  to  support  continued 
large  aid  appropriations  for  Korea,  even  if 
the  United  States  Government  was  disposed  to 
do  so.   The  Department  suggested  that  the 
Embassy  make  clear  that  destruction  of  an 
environment  in  which  development  can  take 
place  V70uld  have  serious  consequences  to  an 
assistance  program,  noting  that  such  destruction 
can  be  caused  by  either  political  or  economic 
instability. 
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The  following  is  a  summary  of  a  U.S.  Embassy 
Seoul  m.essage  of  early  April,  1963: 


The  Ambassador  reported  that  it  is 
becoming  clear  that  the  Korean  leadership 
realizes  that  an  announcement  of  a  referen- 
dum to  be  held  in  April  for  the  prolongation 
of  military  rule  would  produce  an  immediate 
confrontation  between  the  United  States  and 
Korea.   Ke  refers  to  repeated  representa- 
tions made  to  Korean  leaders  for  an  early 
transition  to  civil  government  through 
elections.   The  Embassy  does  not  expect  the 
elections  to  take  place  soon,  but  believes 
that  the  leadership  might  postpone  the 
referendum  in  an  attempt  to  avoid  the  con- 
frontation with  the  United  States.   The 
message  discusses  some  of  the  internal 
political  forces  at  work,  including  the 
risks  of  political  instability  if  the 
government  should  fall,  and  concludes  that 
actions  and  statements  by  the  government  of 
the  United  States  will  have  a  substantial 
impact  on  events  in  Korea. 
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The  following  is  a  summary  of  portions  of  a  U.S 
Embassy  Seoul  message  of  late  April,  1963: 


In  a  discussion  of  the  current  political 
situation  in  Korea,  the  Embassy  concludes 
that  Korea  is  nov;  in  a  period  of  restless 
insecurity  and  nervous  instability.   In  the 
Embassy's  opinion,  if  the  United  States  v;ere 
to  withhold  announcements  of  further  assis- 
tance until  ironclad  guarantees  of  elections 
or  until  there  were  performance  indications 
on  stabilization  measures,  it  would  only 
add  to  the  country's  frustrations  and  worsen 
matters.   The  Embassy  added  that  if  the 
United  States  were  to  announce  further 
assistance,  there  would  be  a  better  chance 
of  influencing  local  personalities  and  move 
the  local  situation  in  political  and  economic 
directions  more  in  line  with  American  policy 
goals.   The  Em.bassy  also  noted  that  the  Korean 
government  was  intent  on  settling  with  the 
Japanese  soon  and  was  prepared  to  make  con- 
cessions on  fisheries.   In  that  regard, 
evidences  of  support  of  Korea  from  the  United 
States  might  be  helpful  in  persuading  the 
Japanese  to  conclude  with  the  Korean  government 
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The  following  is  a  sumniary  of  a  U.S.  Embassy 
Seoul  message  of  early  September,  1963: 

In  an  analysis  of  the  Korean  situation  just 
prior  to  the  election,  the  Embasssy  notes 
that  the  Korean  government's  hopes  for 
smoothly  run  elections  v/ere  giving  way  to 
apprehension  that  a  victory  will  not  be 
easy.   As  a  result,  the  leadership  is 
reacting  more  sharply  to  criticism.   In  the 
Embassy's  view,  the  dominant  group  in  the 
Korean  leadership  is  increasingly  pre- 
occupied with  internal  maneuverings ,  and  the 
key  seems  to  rest  in  support  from  the  military, 
Civilian  political  opposition  forces  have  been 
making  strenuous  efforts  to  unite  against  the 
regime,  but  continue  to  be  hampered  by 
factionalism  and  personal  ambition.   In 
campaigning,  the  leadership  is  concentrating 
on  constructive  achievements  of  the  past  two 
years,  and  a  bumper  rice  harvest  will  help. 
The  Embassy  opines  that  political  differences 
built  up  over  the  past  year  have  an  air  of 
permanence  about  them,  and  the  prospects  for 
the  emergence  of  a  stable  and  effective 
government  after  the  elections  appear  dim. 
The  Embassy  feels  the  settling  of  political 
differences  should  be  left  to  the  Koreans, 
and  the  United  States  should  remain  v/edded 
to  the  principle  of  fair  elections,  and 
assume  a  critical  stance  when  that  principle 
is  threatened. 
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5.  Letter  from  Richard  T.  Hanna  to  Shin  Jik  Soo,  Director,  KCIA,  dated  Au- 
gust 27,  1974,  obtained  by  the  Korean  Influence  Investigation  of  the  House 
Committee  on  Standards  of  Oflicial  Conduct 

Exhibit  m  0276813 

noii&fnaioi?,  D.C   20515 

Auguat  27.   197': 


Mr.   Ghlck  Soo  r.bln 

Dix-ootor 

C*c.%trtil   Isitollltionoo   (VQCDoy 


I)cr.-  Dii-ootor  Shlus 

Uo  \-zo\j  t\\z»t  rooout  ovoiito  In  your  ooo^ti-y  linvo  plr.ooA 
(jront,  oti'aln  q\\  you  aa  a  olooo  luid  trucCv^d  oi'^iolal   o? 
tho  Prouldout  i^nd  ca  a  i?ntriotlo  oltison  of  yoar  iiatlcu« 
YoM  havo   our  Oi'jop  anil  obldlu:;   nyupatby. 

\fo  pro  oPiOlooiiiR  o  lotfcor  to  Pi*unl(lout  Perl:  nudo  oolXcc- 
tion  Ox  k'oaarJcy  cado  .1)/  our  frioDua  on  tbo  bolialf  of  Korea 
dvii'liiis  veooiitj  lioarlujD  In  CopgroDp  on  D.tJ./novoan  rolatlcii'i 
\Ui  I.rpo  yoa  \;iil  fiuilVoouo  roacon  to   tolco  utroncth  end 
or.ooiiriinouont:  Jroa  thooo  voll  Inforaod  cud  oiirongly  i:o::doC 
cintvniscijta.      iioedloob  to  oay,  vq  otayod  np  naay  niclito 
drafting  tliooo  doounouto  ourooXvoQluhloli  tbon  woro  I'O- 
171*1  tt en  by  tho£;o  trioudo  ubo  aotlvoiy  prooontod  thoa  to 
tLo  hocriaj. 

Im  i.aaitlon  to  \7oll  Qotobllbhod  ni^pport  \/o  liavo  onJoycJ  in 
tto  Irain  of  Cois^rgrn,  uourlo^od  and  cnoourncod  hy  cvv  gojcI 
ir^siid^' li\*»  'AVVfibuu  ivi'Ki  It  Mi>\i  hppoorQ  Kf>;'02  wil.^  ^a7o  an 
ii.jioyca  voD"i"*^  uiCIi  tbo  Uhito'lljuoo  ttid  tho  I-'ord  ACaiui- 
Dtraiion  tJiioujh  tub  oX  Mr,   ^loriijcun  Peril* o  aooOi.  frlotido, 
.1/illic.n  n4  >lli30ljall  aud  llolvin.  Laird,     ad  yo;r  nay  Ltic:/,   It 
Xv,A  i'olvlii  Laird  uho  put  Gorold  Poird  Into  tlio  aopublloaa 
icr.riorop.lp  in  tbo  nouoe  ond  it  uca  oGOin  Mr,   Laird  i.Iio 
pcroaadod  Hi**  Illzon  to  cqdo  Gor:\ld  Ford  to  tho  Vioo 
ri'ouidcnoy.. 

CoT/cvgr,   0140  at  tho  iDportODt  proQb  t7lioro  oupport  lo  \ioci\i 
ci:d  r.oCDOTi  iu  otill  to  bo  ospootcd.  io  -In  tbo  intorLationiil 
:;ck;./ i3<j(lia.     lu  roocfiiiitlon  thiit  thio  io  v;liovo  oo  mofi  oJ 
iJi^;  l-U'JW>ki(LtV^Wi-J^U./Pf9*^SLtii^^     it  layo    tUo  jocCj  IVc 
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oo»!ntorvQllin2  foroo  In  Coacrooolonal  hallo.      In  vlou  oi 
tlio  ipportauoo  g'f  thlo  cutter  and  lu  liuo  t/ltli  oar  proviciio 
OiLioiiocioiuU  vhovi  laat  I  Yloltod  x/ltb  yoa,   I  ciJrojfjly  urge 
'that  you  folio./  up  with  oooo  iDplonontation  to  lirp-rovo  your 
GovorziLiou'i'o  volatlouo  x;ith  the  intorcational  procG* 

Hot  only  ciyoolf,  but  cany  othor  rrlonvio  In  Coccreoa  horo, 
huvo  gcuo  ovoi-  tUio  ziattox'  in  dotail  \/lth  i'ojjouc  Park. 
V6  nil  k'oel  tUr.t  Lottor  ^Lntorcational  prorjo  I'olotioau  vill 
Givo  Liuoli  uooclqd  cqijpqrt   to  tho  off urto  uo  havo  Ijvjo'j  i::i!:l:*i; 
Mlth  Ttnijoim.to  uniiitalii  and  Inprovo  tUo  rolotious  botuuoa 
tho  Uuitoa  Statoo  mid  Koroa. 

1   tru.iw   itot  thlD   loljtor  ^Indo  you,  woJLl,     Von  noou  coed 
l.c.'Utii  ar.d  o  OTi/rong  oplrlt  for   f.ho  dOi:ondlii(X>  tci;I;a  of  youv 
ot»lli7ij*     I  o::t3ud  uy  uavaoot  (jood  uitjiloo  laiil  rouriia. 

Your  .'.'rlonas 


,4/Cy6:    ^//  /,'l^^<K^^^y 


llrtcL.  r<lol:    ;;d  V^    M^i:  i 

One  oopy  of  Riohard  T.   Hanna's 
letter  to  President  Chang  Hei^  Park 

Statements  on  U.S./Korean  Relations  Hearings 

Three  Articles   on  Mr,    Park's  Washington  Aotivities 
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6.  Letter  from  Richard  T.  Hanna  to  Park  Chung  Hee,  President  of  the  Republic 
of  Korea,  dated  August  27,  1974,  obtained  by  the  Korean  Influence  Investiga- 
tion of  the  House  Committee  on  Standards  of  Official  Conduct 


k.)...^^^ 


RICHARD  T.  HANNA 

ConffTC^^  of  tijc  TLlr.itcb  &>mt^ 

7)ouit  of  3Xeprcicntatibc# 

QLnfVhigteii.  23.C    20515 


Exhibit  #72  •       August  27,  197* 


Sis  Exoell«iicj,  Chunc  H««  Pork 
'■Prealdvot  of  Republic  of  Koroo 


Dvar  Mr.  Pr««ldent  s 

./ 

V«  ar*  burdened  vlth  a  deep  eeoee  of  sadnoas  and 
•ympathy  as  wo  vrlte  to  you  nt  this  Instance.   Yonr  dear 
vlfo  was  highly  respected  and  fonuincly  ndalred  by  those 
o'f^  tia  fortunate  to- bavu  aet  hor  and  enjoyed  hrr  coDpany. 
Your  loes  ve  know  is  ;;r«at  and  our  hearts  jro  out  to  you 
at  thla  tice. 

It  la  our  belief  and  conviction  that  Mra.  Park  would 
vaut  to  see  the  achieveacnt  of  the  alas  you  have  for  your 
people  and  the  continuous  service  to  tho  basic  purposes 
to  whiob  you  hove  been  rindicated.   In  this  ll^ht  wo  there- 
fore sat  forth  in  sone  detail  tho  eventn  oonoerninf  Korea 
Id  Congreaa  in  these  past  few  nonths. 

Vben  our  friend  Tongaun  Park  and  I  were  firat  inforaed 
that  two  Joint  subcoaaltteea  of  the  Foreign  Affairs  Con- 
■ittee  were  prepared  to  hold  critical  hearings  relative  to 
Korea  and  ita  covornaont,  we  imnediately  disoussedp  aloof 
with  aeveral  other  frleoda  of  Korea,  the  inportanco  and 
effoot  of  auoh  bearln«a  and  wolghod  alternativoa  to  the 
segatlTa  aotiona  bein^  planned  for  theae  hoarisga.   To 
tbeae  enda,  the  following  atopa  were  taken. 

Contact  waa  firat  aade  with  Chairnan  Morgan  of  the 
Foreign  Affaira  CooEittee  to  determine  hia  attitude  and 
aopport.   It  waa  clear  that  he  quoationed  the  wiadon  of  tha 
hearings  In  the  firat  Instance  and  waa  diaappointed  that 
the  hearlnga  were  going  to  be  unbalanced  against  your 
CoTemaent.   ilowoTer,  he  advised  that  obstructing  the  hoar- 

wiae.   Rather,  he  reocis- 


coMivfiYfEr^^ARwr*'" 

':.  HIBIT  NO  ^    000^8- 
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■endsd  rarieas  afforts  to  balanoo  th«  presentation  and 
reduce  the  wff eotiveneea  of  tbe  planned  aotlon  against 
your  Ooremsent.   Further  to  these  efforts,  Chalrnan 
Morgan  persaaded  the  Chalraen  of  those  Subcoaolttees 
holding  Ijearlngs  to  guatontee  that  fair  play  would  bo 
^    followed  and  that  the  record  of  the  hearings  would  bo 
open  to  reflect  pro-Korean  rlews. 

Secondly,  we  contacted  friends  In  the  leadership 
Vhtf'Are  all  .well^knoKn  to  you,  Mr.  President!  Majority   *  -. 
Leadei^  Trip  O'Neill.,  Majority  Vhlp  John  MoPall,  Deputy 
yr   Majority  Vhlp  John 'Bradeaas,  Minority  Floor- Loader  John  .- 
"^^  Rhodes  (the  aucoessor  to  Gerald  Ford),  and  Deputy  Minority- 
Floor  Leader  Albert  Johnson.   These  good  friends  of  Korea  .. 
all  oonourrod  with  Otalraan  Morgan's  opinion  and  at  tht; 
■  aae  tliee  advised  that  suoh  steps  should  be  taken  as 
•  vbvld  ■inialze  the 'Overall  effect  of  the  testlnony.  .  In 
this  reirard.  the  leaders  pointed  out  that  slnoe  this  erent 
oolnoidod  with  tho  iBpeachaent  hearings  against  President. 
Nixon  that  the  iapact  In  the  novs  aedia  afe  least  vlthln  the 
U.S.  would  be  greatly  diluted.   These  leaders  did  proaise, 
in  order  to  avoid  an>  oh.inces  for  Korean  critics  to  upset 
aid  prograas  to  Korea,  espeolally  In  the  area  of  ailitary 
as;jistance,  to  stay  with  a  ■continuing  vesolution"}  this 
■cans  that  without  fornally  passing  legislation  before  tho  . 
Honso  or  Seaate,  the  ongoing  policies  relating  to  Korea 
vould  bo  ooailnually  adhered  to. 

Ve  next  contacted  selected  aenbers  who  were  known  to 
be  ataunoh  and  well  informed  friends  of  Korea  and  obtained 
tholr  agreeaent  to  assist  In  balancing  the  record  of  the 
bearings.   Tben  wo-jiorsuaded  both  Chairman  Don  Fraser  and 
Chalraan  Roberf'Nlx  whose  sub-coamittees  were  ^chairing  tho 
bearings  to  grant'Toraal  pernission  for  extension  of  tho 
bearing  tlaa  so  that  our  friends  froa  Congress  could  pro- 
Tido  their  reaarka. 

Th«s4  hearings  in  their  originally  planned  foro  would 
bar*  had  a  far  reaching  effect  In  the  sense  that  the  crit- 
ioa  of  the  Korean  CoTernaent,  we  disoovered,  were  Intending 
to  use  the  report  on  these  hearings  to  fortify  those  crit- 
ics in  the  Senate  In  order  to  Intensify  their  oaapaign 
against  year  CoTornaent.   In  order  to  prevent  this  oourso 
of  OTonts,  Mr.  Tongsun  Park  talked  with  Senator  Hubert  H. 
^  Buaphroy,  «ko  has  been  a  staunch  friend  of  yon  personally. 
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and  b»  alao  app«al«d  to  S*o«tor  .Blroh  Dayh  who  la  on*  of 
tho  aoat  pronlnent  Dtaoorata  aa  wall  aa  a  forvar  praaidan- 
tlal  oandldata  but  vbo  la  not  f  rlandly  to  Koraa  bacauaa  ' 
oX  bla  llbaral  InollDatlona.   Tbaaa  two  Sanatora,  aloof 
vltb  othar  frianda  of  Korea  In  tha  Saoata,  raoo'taendad, 
'•a  -tba  Uouaa  laadcrahlp  did,  that  tba  atratagy  ahould  ba  • 
to  balanoa  the  teatlaooy  with  praaantationa  vhioh  vould 
dlalniab  tha  af f actiraneaa  of  thoaa 'attacking  Koraa  and 
to  tberebr  alnlaiza  tha  iapaot  of  their  orltioi^a.   They 
alao  wer^  aoat  anxloua  to' avoid  any  oonf  rootntion  ever 
tha  propriety  of  actually  boldine  these  hearings  or  on  tha 
vladoa  of  the  debate,  aa  each  dlspotea  would  reault  In 
broadened  inrolTenent  of  the  queatlon  at  hand  and  aoat 
oe'ftainly  would  increoae  the  puhliolty.   JloweTer,  all  of 
these  Congreasnen  and  Senators  with  wboa  we  discussed 
theso  probloraa  sugfrosted  that  this  particular  problca 
aurfaoed  because  of  bad  relations  between  the  Internation- 
al press  and  your  Goveronont  and  they  urged  that  action  ba 
taken  to  aubs tontlal ly  improve  those  relations  alaoat  la- 
■ediately. 

Vhile  the  orltloa  of  the  Korean  Covernaent  brought 
outaidera  to  testify  before  the  hearinga  with  only  two 
Concroasaen  Joining  thea,  we  decided  to  proride  our 
apeakers  entirely  froa  Douse  nexbership.   This  in  Itaelf, 
ve  felt,  would  give  acre  prestige  and  oredibility  to  the 
pro— Korean  presentations  aade.   Consequently ,  the  friends 
who  aade  stateaents  in  Korea* a  favour  before  the  Subooa— 
■Ittee  were  personally  selected  by  na  on  the  baaia  of 
bl— partlaanahlp,  diverae  geography,  ooaaittee  aaaignaenta, 
and  knowledge  and  experienoe  on  Korea.   There  were  four  - 
Deaocrata  and  two  Republicana  presenting  their  atateaenta 
before  the  Subooaaittea,  the  naaea  of  whoa  are  llatad 
below  with  a  brief  auaaary  of  their  poaltionas 


Vol  tor  Flowera  of  Alabaaa  -  He  was  aoat  capable  to  diacuaa 
In  detail  the  legal  aapecta  beoauae  of  bia  work  In  the 
Judiciary  Ccaaittoa.   Be  waa  very  proainent  In  the  lapeacb- 
■ant  hearinga  and  played  a  algnifloant  rol*  In  drafting  tha 
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resolution  for  iBpeaohnent  io  langaago  and  spirit  all 
adslred.   Ho  vaa  glad  to  asaiot  aa  bo  rocallod  TlTldlj  - 
and  gratofully  the  oooporation  oxteodod  to  his  hy 
Mioiater  Shin  of  your  Ministry  of  Jnstloo,  now  the  nov 
Director  of  the  Central' Intelllgonco  Agenoy;  several 
years  ajro  thO'CongressBan  had  a  problem  invol-ring  a  oon- 
stituent  and  the  solution  vaa  aade  possiblo  by  Director 
Shin,  then  Minister,  of  Justioe.   This  helped  the  oaapaign 
efforts  of  Mr.  Flowers  at  that  tiae. 


Mel  Prioe  of  Illinois  -  He  is  the  leader  and  Dean  of  the 
powerful- Illinois  Delegation.  His  seleotion  as  Chaiman 
of  the  House  Ethios  Connitteeref loots  the  high  prestige 
h'e^ enjoys  -  in  the  House.  He  is  the  nuaber  two  aember  on  - 
the  Armed  Servioes  CoBnittee.  Mr.  Prloo  has  been  in  two 
of  the  Parliamuntary  exchanges  in  Korea  and  has  aalntained 
an  active  and  positive- interest  in  your  country.  -• 

^       ^s-.      ■■■■'-■  -   •  -   -     *    • 

Sonny  Montcowory   of  Mlsatssippi'  -  He    is    one    of    the   aost 
popular  oenbers    of    the  House.      Ue   has    taken   a   unique  ' 

interest   in   the   ailitary  aetivi  ties    in   Viet  .Naa   and  has 
been   in   that   area   oore    than  any    other   person    in    either  the - 
Senate   or   the   House   of  Representatives.      He    is    very  active 
on   the  Military  Affairs   Coanittee.      Although  he   was  one  of  . 
but   a  very   fow  who   renained  loyal    to    President   Nixon  to  . 
the   end,    his    sinoerety  and  consistency  waa    adaired  by  those 
who  did  not   shore  his  feelings   or   views. 

Edward   Patten   of  New  Jersey  -  He   was   a   aeaber   of   all   three 
of   the   visiting   delegations   fron   the   United   States  Congress 
to   the   National   Assenbly   in  Korea.      His    interest   has   re-  . 
vained  oonstant  and  his   attitude   regarding   your   country 
fa^oora^le.      Ha    is   a  ranking  aeaber   of    the   Appropriations 
Coamittee.      If  you  will   reoall,    ho  wrote    to  you   on  April    10    ) 
of   this   year  regarding   the  need   to    laprove    relations  between^ 
the   international   press  and  your  Governaent.  J 
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Al  bart  'Johnson^  of  Panntvl  vnnl  a  -  H«  !•  iniaber  thra*  aan  • 
In  tha  RapubllooD  laatfarahlp  balnf  aaalatant  Vhip  undar. 
Laa  Aranda.   Ha  la  alao  numbar  two  aisorlty  Ban  on  tba 
Banking  and  Carraney  Cosalttaa.   Mr.  Jobaaon  baa  Ylaliad  -  ' 
Xoraa  on  two  oooaalona.  .  Hia  obaarratlona  and  exparianoa 
hav«  aada  hla  a  atrong  defandar  of  Koraa.   Llka  aany 
btbara,  ba  alao  raaprota  and  anjoya  tba  friendship  and  . 
•truat  of  Mr.  Tongaun  Park. 

•         ^ 

Villinn\MlnB]iA'll  of  Ohio  -  Ha  la  ranking  sawbar  on  tha 
Dofenaa  Appropriotions  Coaaittaa  and  a  oloaa  frland  of 
Melvin  Laird  and  Prasidant  Ford.   I  an  avra  you  vlll  re- 
call that  bo  haa  paraonally  viaitod  both  Koraa  and  your 
offioa  on  aova'ral  oooaalona  at  tha  nrging  of  Mr.  Tongaun  . 
Park.  ; 

Mr.  Praaldant,  wa  hnva  nada  avallabla  tb*  atataaanta  .. 
■ada  by  each  of  thaa«>  a<ra.   Our  trua  faallng  la  that  vl  tb 
thoir  balp  vo  hnva  ainlnir.ad  tha  thmat  of  tha  oritioa, 
noutrollred  the  af faotlveness  of  tha  be^ringa,  and  contri- 
buted to  the  aalntaoanee  of  the  healthy,  ponitlve  poaitlon 
of  your  country  and  your  Covarnnent.   Onr  hope  la  that  you 
vlll  find  renaon 'to  agree.  -Further  to  theae  efforts  of  our 
frlenda  to  atrengthan  Korea* a  position  In  Coogresa  and  the 
Vhita  Houaa,  tha  eneloaed  artlolea  will,  I  believe,  give 
you  an  indloatlon  of  the  auooeaa  of  Mr.  Tongaun  Park** 
aotlvltlaa  on  your  behalf  in  Washington. 

VI th  the  dlaagraeable  part  behind  and  a  ohallenglng 
future  ahead  It  la  wall  to  look  at  bow  further  laprovaaant 
can  ba  aada.   Plrat  of  all,  Mr.  Praaldant,  let  ua  point 
out  that  the  enoonragaaent  and  indnoeaent  for  the  critical 
hearlng.8  vaa  foatarad  by  a  aeleot  faw  in  the  powerful  proas. 
Ultra-liberals  in  Congress  siaply  naed  -tl^a  platfora  provided 
by  artlolea  and  editorlala  to  launch  their  own  forua  In 
Congraaa.   Ve  would  therefore  atrongly  nrgo  that  t.ha  Korean 
Governaent  foroulata  a  policy  through  which  the  currant-- 
undeaireabla  relationahlp  between_tbe  Intarnotlonal  -prmma 
and^hfr-Koreaf>l-Covemaant-oould-be^nraatiy"laproVed.   IT 
you  will'reoall,' Congreasaan' Patten'/ who  dealrea  to  ba  aa 
helpful  to  you  aa  be  can,  aade  the  aaae  kind  of  appeal  to 
yon  in  bia  letter  laat  April. 
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Aaong  vany  other  r«ooBii«odations  we  hart  nade   in   thia' 
regard,    Mr.    Pr«aid«nt,   w«   would  ask  for  your  ounsldaration 
ot   aalootlon  of  a  coopatent,    attraotlra,   and  artloulata 
■pokoavan,    prafarably  with  Rn  Anorlcan  eduoatiooal   back-- 
:Cround   and   giran  an*  Inpreaslva   Covarniient  tltla,    to    aarra  v 
«a   a   apokeaman  for  th«   forelfu  prass.      Sueh  a  peraon   ean    -• 
baooaa   a    friend  of  tho   foTAXfn  press   so   that   ereD   oirous— 
•  tanooa   not  norvally   faxxmriXAly.  reported  in  the   interna- 
tional   prcjs   oottld  be   presented  with  a  oertaln   degree   of 
ayapathy    for  the  Korean   poaltion.      This    idea  was  -iapleBent— 
od   In   the   Repnblio   of  China   soao   tine   ago  and  haa   been  Tory 
avooaaaful.. 

.   ' r"      •  '  . 

It    la   noat  iaportant    to   acquire  a   posture   of   ooopera— 
lion  with   representatives   of    tho   international    press    and 
to   provide    then  with  acoess    to   all    avenues  of   infornation 
vhioh   oan   be  aade  publio.      It    is   particularly   inportant    to 
giro    the*   early  briefinj^s   on    itens  which   refloot    the    posi- 
tive  and    oonstruotive   steps    oonteaplated  and   taken   by   your 
adBiniotration  in  a    timely   and   adequate   fashion.      Suoh  a 
moYm  will    support  tho   efforts    of   eany  of  our  friends    in 
Congress   and   espeolally   those    of   our  respected   nutual    friend, 
Mr.    Tongsun   Park.      It  will   help  aaintain  the   strong   and 
favourable   relationships   between  Korea  and   the    United   States 
and    it   will    provide   oonfidenoe    in  the   credibility   of   your 
good   intentions   for  Korea   and   for   the   pease   of  Asia.       In 
thia   regard  we  have   had   further   discussions  with   Direotor 
Shin   of   the   C.I. A.      These   exchanges   included  a  number   of 
auggeations    for  aotioas    to   accomplish  the   same   purposes    set 
forth   above. 

Finally  we  wish   to  assure   you  of  our  intentions    to 
oontinue   our  limited  but   enthusiastic   efforts   for   continuing 
and   growing   friendship  between   the  United  States    and   your, 
country.      Ve   feel   confident   in   our  discussions   with   newly 
-aworn   In   Preaident   Ford  recently,    that  he   is   strongly    in 
favor   of   anpporting  bi-lateral    efforts   on  behalf   of    stabi- 
lity  and   peace. 
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President  Chung  H««  Park 
AuguBt  27,  197* 
Page  7 


:..-l-'' 


"  *   Oo  a  aore  optialetlc  note.  In  addition  to  well  ea- 
-tabllahed  aupport  ve  hnve  enjoyod  In  the  halla  of  Coogreaa, 
nourished  constantly  and  encouraged  Tlgorously  by  onr  good 
friend,  Hr.  ^ongsnn  Park,  It  now  appears  Korea  will  have  an 
laproved  porture  with  the  Vhltc  House  and  the  Ford  Adnlnl- 
atratlon  through  two  of  Mr.  Tongsun  Park's  good  friends, 
Villlaa  E.  Mlnshall  and  Helvln  Laird.  / 

(  >^ 

.  I  peraonally  as  aware  of  the  valuable  work  done  by  - 
Mr,  .Tongsun  ParK  In  building  a  fir*  and  oonfldontlal  rela- 
tionship wit).  Hel  Laird  and  Dill  Mlnshall.   JJoth  of  these 
■  en  worked  to  make  Gerald  Ford  the  Minority  Lender  in  I96I 
and  thoy  ware  also  BCst  aotlva  in  havlcc  Mr.  Ford  seleoted 
as  Vice  Preeldont.   Now  it  is  natural  that  Mel  Laird  and 
Vllllnn  Mlnshall  are  valued  friends  and  trustod  advisors  to 
.Preeldont  Ford.   In  faot,  it  was  again  Melvln  Xalrd  who 
persuaded  President  Ford  to  naae  Nelson  Rockefeller  to  be 
his  Vice  President,  which  sakes  Melvln  Laird  and  his  friends 
the  aost  powerful  group  in  Vashlngton. 

Mr.  President,  I  trust  you  will  be  patient  with  uj   de- 
tailed report.   It  is  our  strong  hope  that  with  the  tragedy 
and  trials  you  are  enduring,  soae  n^w  strength  and  new' 
proaise  will  9m9rg9   to  balance  your  life  and  to  nalntain 
yoor  serrioa.   Ve  wish  yon  iBprcveaent  In  all  aspects  of 
your  Ufa  and  remain. 


Tour  Friend, 


Enclosures  t 
'  Statements  on  U.S./Koreao 
Relations  Hearings 

Three  Articles  on  Mr.  Park' 
Vashlngton  Activities 


Richard  T,  Hanna 


":**•    "'•■,/"';    .  .'  T>«»STATIOf«CRV  W»l»#TCOONPArt»»  MAO«  WfTM  HCCVdXOriBC* 
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7.  "A  Chronology  of  Korean  AflFairs  Under  Park  Chung  Hee's  Rule  With 
Reference  to  the  U.S.  &  the  World" 


*This  chronology  is  a  preliminary 
draft  prepared  on  the  basis  of  major  U.S., 
Korean  and  Japanese  newspapers  by  Professor 
Lee  Jai  Hyon  of  Western  Illinois  University 
for  the  Subcommittee's  use.   It  has  proven  very 
valuable  for  keeping  track  of  events  and 
relating  them  to  other  events.   Having  belatedly 
concluded  that  it  should  be  included  in  this 
appendix  for  the  benefit  of  the  reader  of  the 
Subcommittees  final  report,  there  was  no  time 
to  correct  the  typographical  errors,  awkward 
spots  in  language,  and  minor  inaccuracies  which 
are  inevitable  in  a  first  draft.   At  the  urging 
of  the  Subcommittee  staff  Professor  Lee 
reluctantly  agreed  to  its  publication  without 
the  corrections  he  would  have  made  had  he  had 
the  oppor tun i ty . 
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II.  Security  and  Political  Affairs 


8.  Text  of  a  joint  communique  issued  by  President  Johnson  and  President  Park 
on  May  18,  1965,  Department  of  State  Bulletin,  June  14,  1965 


•TEXT  or  JOINT  COMMUNIQUE 

WKIta  HouM  prcai  rcleaac  dated  May  18 

1.  At  the  invitation  of  President  Lyndon 
B.  John^n  of  the  United  States,  President 
Chung  Hee  Park  of  the  Republic  of  Korea 
arrived  in  Washington  on  May  17,  1965,  for 
a  10-day  state  visit  to  the  United  States,  and 
met  with  President  Johnson  on  May  17 
and  18  to  exchange  views  on  the  current 
international  situation  and  matters  of  com- 
mon interest  to  their  countries.  Deputy  Prime 
Minister  Key  Young  Chang,  Acting  Foreign 
Minister  Duk  Choo  Moon,  Defense  Minister 
Sung  Eun  Kim,  Secretary  of  State  Dean 
Rusk,  Secretary  of  Defense  Robert  McNa- 
mara,  and  other  high  officials  of  both  Gov- 
ernments participated  in  the  meetings. 

2.  President  Park  and  President  Johnson 
reaffirmed  the  strong  bonds  of  friendship 
traditionally  existing  between  the  Republic 
of  Korea  and  the  United  States  and  their 
firm  determination  to  maintain  the  closest 
cooperation  in  the  pursuit  of  their  com- 
mon objective  of  a  secure  and  lasting  peace 
based  on  freedom,  justice,  and  prosperity  for 
all. 

3.  The  two  Presidents  reviewed  the  cur- 
rent situation  in  the  Far  East  and  South- 
east Asia  and  agreed  upon  the  need  for  mak- 
ing secure  the  freedom  and  independence  of 
the  countries  of  the  area.  They  affirmed  that 
the  free  nations  should  further  strengthen 
their  solidarity  and  cooperation  to  advance 
the  cause  of  peace  and  progress  under  free- 
dom. 

^~  4.  President  Johnson  noted  with  deep  ap- 
preciation the  contribution  of  the  Republic 
of  Korea  toward  the  defense  of  Viet-Nam. 
The  two  Presidents  reaffirmed  their  inten- 
tion to  continue  to  cooperate  closely  in  suj 

V  port  of  the  Republic  of  Viet-Nam. 
'^'S.  The  two  Presidents  reviewed  Uie 
importance  of  mutual  defense  ties 
the  Republic  of  Korea  and  the  United 

_President  Johnson  reaffirmed  the  d( 


nation  and  readiness  of  the  United  Stat«i 
render  forthwith  and  effectively  all 
assistance  including  the  use  of  armed  fo 
in    accordance    with    the    Mutual    Deft 
Treaty  of  1954,  to  meet  the  common 
occasioned  by__aP  armed  attack  on  the 
lie  of  Korea.) He  Raid  that  the  United  St 
will  continue  to  maintain  nowerlul  torcm 
Korea  at  the  reouesL  of  liifi.  l^orean 
ment.  and^willAaaiatin  maintaining  k.oi 
lorces  at.jevfila^-sufficient,  in  cot 

Subject  to  applicable  legislation  and  a] 
priations,  military  assistance  to  preserve 
Korean  forces'  effectiveness  will  continue 
be  provided,  and  a  large  part  of  the  Ic 
currency    (won)    funds   generated  by  UJ 
assistance  will  continue  to  be  made  availal 
to  the  Korean  defense  effort]  In  additic 
the  Military  Assistance  Tran'sfer  Pre 
•4»as  fccenuy  ween  xeviseu  lo  enable' 
ean  tK)Vemment,ro  reauze  a  savme  in lo 
eisiL-excAajMre.  it  was  agreed  that  the  pr 
gram  shouia  be  reviewed  each  year  in  Ugli 
of  the  condition  of  the  Korean  econon^ 

6.  The  two  Presidents  took  cognizance 
the  ardent  desire  of  the  Korean  people  fo 
the  reunification  of  their  homeland  and  deS 
plored  the  fact  that  the  Communists  havt 
persisted  in  their  refusal  to  accept  estab- 
lished United  Nations  objectives  and  princtj 
pies  for  the  unification  of  Korea  througi| 
free  elections  under  United  Nations  supei^ 
vision,  thus  prolonging  the  artificial  division^ 
of  Korea.  Both  Presidents  reaffirmed  thafe 
they  would  continue  to  make  the  utmost  ef-j 
forts  to  bring  about  a  unified,  free  and  demo- 
cratic Korea  in  accordance  with  the  objec^ 
tives  and  principles  set  forth  in  the  United 
Nations  resolutions  on  Korea. 

7.  President  Park  reviewed  the  negotia- 
tions between  Korea  and  Japan  for  an  agree- 
ment to  establish  normal  relations,  the  com- 
ponents of  which  have  already  been  initialed 
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tnd  are  now  being  drawn  up  in  treaty  form. 
President  Johnson  praised  this  achievement 
and  expressed  the  expectation  that  this  agree- 
ment, when  completed,  would  strengthen  the 
free  nations  of  Asia  as  well  as  further  the 
mutual  interests  of  the  two  countries  im- 
-.  mediately  involved.   He  confirmed  that  U.S. 
I  military  and  economic  assistance  to  Korea 
^  would  continue  to  be  extended,  as  set  forth 
^  in  paragraph  9  below,  after  normalization  of 
*'  Korean-Japanese  relations. 
M     8.  President  Park  explained  the  situation 
^  tnd  prospects  of  the  Korean  economy.  Presi- 
^  dent  Johnson  congratulated  President  Park 
^  on  the  progress  made  by  the  Korean  Gov- 
g  emment  and  people  toward  stabilization  and 
E  development   of  their   economy.    He   noted 
Korea's  impressive  increases  in  exports  and 
in  industrial   and   agricultural  production, 
ind  its  investment  in  programs  of  social 
^  progress.  President  Park  reviewed  the  Kor- 
ean   Government's    economic    development 
programs,  under  which  the  Government  is 
Persuing  its  goals  of  food  self-sufficiency, 
ireater   exports,    accelerated   industrializa- 
tion, increased  national  savings,  and  con- 
tinaed  financial  stabilization,  so  as  to  in- 
crease national  income  and  assist  the  nation 
b  attaining  its  long-range  goal  of  sk  self- 
•utaining  economy. 

i  9.  President  Johnson  reaffirmed  assur- 
•''cea  previously  stated  by  Secretary  of 
j  ,8Ute  Rusk  and  other  United  States  officials 
,J»*t  the  basic  policy  of  the  United  States 
r^^ernment  of  extending  military  and  eco- 
poxtdc  aid  to  Korea  would  be  continued.  In 
(■odition  to  assistance  directed  toward  main- 
ng  Korea's  security  and  independence, 
rtated  that  the  United  States  would  con- 
Qe  to  assist  Korea  toward  promoting  a 
"Supporting  economy,  balanced  economic 
^^  and  financial  stability.  He  specifi- 
stated  that  it  is  the  intention  of  the 
ited  States  Government,  subject  to  appli- 
•  legislation,  appropriations,  and  aid 
*s,  to  help  Korean  efforts  to  achieve 
economic  growth  by : 
^  Continuing  supporting  assistance  as  ap- 
te  to  assist  in  financing  Korea's  es- 


sential imports  in  connection  with  programs 
agreed  upon  as  required  for  Korea's  eco- 
nomic stability. 

B.  Making  available  to  Korea  $150  mil- 
lion in  development  loan  funds  for  programs 
and  projects  to  be  proposed  by  the  Korean 
Government  and  to  be  agreed  to  by  the  Unit- 
ed States  Government.  These  funds  will  be 
made  available  as  rapidly  as  possible  as  the 
Korean  Government  develops  and  presents 
acceptable  programs  and  projects.  After  the 
use  of  these  funds,  it  is  anticipated  that  fur- 
ther development  loan  monies  would  be  made 
available.  President  Johnson  pointed  out 
that  these  programs  of  long-term  lending  at 
low  interest  rates  respond  to  the  expanding 
investment  requirements  of  the  Korean  eco- 
nomy. Such  development  loan  funds  would 
be  made  available  in  accordance  with  legis- 
lation and  joint  economic  judgments,  to  fin- 
ance such  import  programs  as  may  be  agreed 
and  projects  which  will  expand  power  re- 
sources and  social  overhead  capital,  increase 
efficiency  and  consequently  output  in  agri- 
culture and  fisheries,  and  further  technical 
and  industrial  development — small,  medium, 
and  large — ^b^nefiting  all  segments  of  the 
population  and  promoting  balanced  economic 
growth. 

C.  Continuing  technical  assistance  and 
training. 

J).  Providing  substantial  assistance  in 
agricultural  commodities  under  the  Food  for 
Peace  program,  especially  cotton  and  food 
grains ;  continuing  to  provide  Food  for  Peace 
donations  for  development  projects  and  for 
relief  of  unemployment  and  poverty. 

10.  The  two  Presidents  agreed  that  this 
long-term  United  States  economic  aid  to 
Korea,  coupled  with  Korea's  own  efforts  and 
resources  that  might  be  expected  from  other 
sources,  should  assure  the  Korean  people  of 
ever-widening  opportunities  for  economic 
growth  and  for  fruitful  participation  in 
world  economic  relationships. 

11.  President  Park  emphasized -that  the 
achievement  of  a  self-supporting  economy  in 
Korea  depends  greatly  upon  its  ability  fur- 
ther to  expand  trade  with  other  countries 
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and  requested  the  continued  cooperation 
of  the  United  States  in  expanding  the  ex- 
port of  Korean  products  and  commodities 
and  in  providing  Korea  with  continuing  op- 
portunities to  participate  in  procurements 
funded  through  United  States  assistance 
programs.  President  Johnson  expressed  his 
understanding  of  the  importance  to  Korea 
of  expanded  exports  and  indicated  that  the 
United  States  would  continue  to  cooperate 
with  Korea  in  efforts  to  improve  Korea's 
foreign  trade  position. 

~12.  The  t^o  Presidents,  recalling  their 
respective  earlier  careers  as  schoolteachers, 
discussed  together  the  needs,  challenges  and 
opportunities  of  education  at  all  levels  in 
both  countries.  President  Park  welcomed 
President  Johnson's  offer  to  send  his  Science 
Adviser  to  Korea  for  the  purpose  of  explor- 
ing  with  industrial,  scientific  and  education 
leaders  possibilities  for  U.S.  cooperation  in 
establishing  there  an  Institute  for  Industrial 
Technology  and  Applied  Science.  It  was 
President  Johnson's  thought  that  the 
institute  and  its  laboratories  could  both  pro- 
vide technical  services  and  research  for 
developing  Korean  industry  and  afford  ad- 
vanced Korean  specialists  trained  in  the 
United  States  opportunities  to  continue 
their  research. 

■*"  13.  In  the  course  of  President  Park's  visit 
to  Washington  agreement  was  reached  in 
principle  on  major  issues  of  a  status-of-forces 
agreement.  Therefore  it  is  expected  that  re- 
maining issues  will  be  resolved  so  that  a  sta- 
tus-of-forces agreement  can  be  concluded  in 

.the  near  future. 

14.  President  Park  extended  a  cordial  in- 
vitation to  President  Johnson  to  visit  Korea 
at  his  earliest  convenience.  President  John- 
son expressed  his  desire  to  visit  Korea. 
Both  Presidents  expressed  their  desire  to 
maintain  close  personal  contact  to  continue 
to  serve  the  cause  of  freedom  and  peace. 
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9.  Richard  M.  Nixon,  "Asia  After  Viet  Nam,"  Foreign  Affairs  (October  1967) 

pp.  111-125 


THE  war  in  Viet  Nam  has  for  so  long  dominated  our  field 
of  vision  that  it  has  distorted  our  picture  of  Asia.  A  small 
country  on  the  rim  of  the  continent  has  filled  the  screen  of 
our  minds;  but  it  does  not  fill  the  map.  Sometimes  dramatically, 
but  more  often  quietly,  the  rest  of  Asia  has  been  undergoing  a 
profound,  an  exciting  and  on  balance  an  extraordinarily  promising 
transformation.  One  key  to  this  transformation  is  the  emergence 
of  Asian  regionalism;  another  is  the  development  of  a  number  of 
the  Asian  economies;  another  is  gathering  disaffection  with  all 
the  old  isms  that  have  so  long  imprisoned  so  many  minds  and  so 
many  governments.  By  and  large  the  non-communist  Asian 
governments  are  looking  for  solutions  that  work,  rather  than 
solutions  that  fit  a  preconceived  set  of  doctrines  and  dogmas. 
Most  of  them  also  recognize  a  common  danger,  and  see  its 
source  as  Peking.  Taken  together,  these  developments  present 
an  extraordinary  set  of  opportunities  for  a  U.S.  policy  which  must 
begin  to  look  beyond  Viet  Nam.  In  looking  toward  the  future, 
however,  we  should  not  ignore  the  vital  role  Viet  Nam  has  played 
in  making  these  developments  possible.  Whatever  one  may  think 
of  the  "domino"  theory,  it  is  beyond  question  that  without  the 
American  commitment  in  Viet  Nam  Asia  would  be  a  far  different 
place  today. 

The  U.S.  presence  has  provided  tangible  and  highly  visible 
proof  that  communism  is  not  necessarily  the  wave  of  Asia's 
future.  This  was  a  vital  factor  in  the  turnaround  in  Indonesia, 
where  a  tendency  toward  fatalism  is  a  national  characteristic.  It 
provided  a  shield  behind  which  the  anti-communist  forces  found 
the  courage  and  the  capacity  to  stage  their  counter-coup  and, 
at  the  final  moment,  to  rescue  their  country  from  the  Chinese 
orbit.  And,  with  its  lOO  million  people,  and  its  3,000-mile  arc  of 
islands  containing  the  region's  richest  hoard  of  natural  resources, 
Indonesia  constitutes  by  far  the  greatest  prize  in  the  Southeast 
Asian  area. 

Beyond  this,  Viet  Nam  has  diverted  Peking  from  such  other 
potential  targets  as  India,  Thailand  and  Malaysia.  It  has  bought 
vitally  needed  time  for  governments  that  were  weak  or  unstable 
or  leaning  toward  Peking  as  a  hedge  against  the  future — time 
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which  hns  nllovvcd  tlicm  to  attempt  to  cope  with  their  own  insur- 
rections while  pressing  ahead  with  their  poHtical,  economic  and 
military  development.  From  Japan  to  India,  Asian  leaders  know 
why  we  are  in  Viet  Nam  and,  privately  if  not  publicly,  they  urge 
us  to  see  it  through  to  a  satisfactory  conclusion. 


Many  argue  that  an  Atlantic  axis  is  natural  and  necessary,  but 
maintain,  in  effect,  that  Kipling  was  right,  and  that  the  Asian 
peoples  are  so  "different"  that  Asia  itself  is  only  peripherally  an 
American  concern.  This  represents  a  racial  and  cultural  chauvin- 
ism that  does  little  credit  to  American  ideals,  and  it  shows  little 
appreciation  either  of  the  westward  thrust  of  American  interests 
or  of  the  dynamics  of  world  development. 

During  the  final  third  of  the  twentieth  century,  Asia,  not  Eu- 
rope or  Latin  America,  will  pose  the  greatest  danger  of  a  confron- 
tation which  could  escalate  into  World  War  III.  At  the  same  time, 
the  fact  that  the  United  States  has  now  fought  three  Asian  wars 
in  the  space  of  a  generation  is  grimly  but  truly  symbolic  of  the 
deepening  involvement  of  the  United  States  in  what  happens  on 
the  other  side  of  the  Pacific — which  modern  transportation  and 
communications  have  brought  closer  to  us  today  than  Europe 
was  in  the  years  immediately  preceding  World  War  II. 

The  United  States  is  a  Pacific  power.  Europe  has  been  with- 
drawing the  remnants  of  empire,  but  the  United  States,  with  its 
coast  reaching  in  an  arc  from  Mexico  to  the  Bering  Straits,  is  one 
anchor  of  a  vast  Pacific  community.  Both  our  interests  and  our 
ideals  propel  us  westward  across  the  Pacific,  not  as  conquerors 
but  as  partners,  linked  by  the  sea  not  only  with  those  oriental 
nations  on  Asia's  Pacific  littoral  but  at  the  same  time  with  oc- 
cidental Australia  and  New  Zealand,  and  with  the  island  nations 
between. 

Since  World  War  II,  a  new  Asia  has  been  emerging  with  star- 
tling rapidity;  indeed,  Asia  is  changing  more  swiftly  than  any 
other  part  of  the  world.  All  around  the  rim  of  China  nations  are 
becoming  Western  without  ceasing  to  be  Asian. 

The  dominant  development  in  Asia  immediately  after  World 
VVar  II  was  decolonization,  with  its  admixture  of  intense  na- 
tionalism. But  the  old  nationalist  slogans  have  less  meaning  for 
today's  young  than  they  had  for  their  fathers.  Having  never 
known  a  "colonialist,"  they  find  colonialists  unconvincing  as 
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scapegoats  for  the  present  ills  of  their  societies.  If  dissatisfied 
with  conditions  as  they  see  them,  the  young  tend  to  blame  those 
now  in  power. 

As  the  sharp  anticolonial  focus  blurs,  the  old  nationalism  is 
evolving  into  a  more  complex,  multi-layered  set  of  concepts  and 
attitudes.  On  the  one  hand  are  a  multitude  of  local  and  tribal 
identifications — the  Montagnards  in  Viet  Nam,  the  Han  tribes  in 
Burma,  the  provincial  and  linguistic  separatisms  that  constantly 
claw  at  the  fabric  of  Indian  unity.  On  the  other  hand,  there  is  a 
reaching-out  by  the  governing  elites,  and  particularly  the  young, 
for  something  larger,  more  like  an  Asian  regionalism. 

The  developing  coherence  of  Asian  regional  thinking  is  re- 
flected in  a  disposition  to  consider  problems  and  loyalties  in  re- 
gional terms,  and  to  evolve  regional  approaches  to  development 
needs  and  to  the  evolution  of  a  new  world  order.  This  is  not  exces- 
sively chauvinistic,  but  rather  in  the  nature  of  a  coalescing  con- 
fidence, a  recognition  that  Asia  can  become  a  counterbalance  to 
the  West,  and  an  increasing  disposition  to  seek  Asian  solutions  to 
Asian  problems  through  cooperative  action. 

Along  with  the  rising  complex  of  national,  subregional  and  re- 
gional identification  and  pride,  there  is  also  an  acute  sense  of 
common  danger — a  factor  which  serves  as  catalyst  to  the  others. 
The  common  danger  from  Communist  China  is  now  in  the  process 
of  shifting  the  Asian  governments'  center  of  concern.  During  the 
colonial  and  immediately  post-colonial  eras,  Asians  stood  opposed 
primarily  to  the  West,  which  represented  the  intruding  alien 
power.  But  now  the  West  has  abandoned  its  colonial  role,  and  it 
no  longer  threatens  the  indepejidence  of  the  Asian  nations.  Red 
China,  however,  does,  and  its  threat  is  clear,  present  and  re- 
peatedly and  insistently  expressed.  The  message  has  not  been  lost 
on  Asia's  leaders.  They  recognize  that  the  West,  and  particularly 
the  United  States,  now  represents  not  an  oppressor  but  a  pro- 
tector. And  they  recognize  their  need  for  protection. 

This  does  not  mean  that  the  old  resentments  and  distrusts  have 
vanished,  or  that  new  ones  will  not  arise.  It  does,  however,  mean 
that  there  has  been  an  important  shift  in  the  balance  of  their 
perceptions  about  the  balance  of  danger,  and  this  shift  has  im- 
portant implications  for  the  future. 

One  of  the  legacies  of  Viet  Nam  almost  certainly  will  be  a  deep 
reluctance  on  the  part  of  the  United  States  to  become  involved 
once  again  in  a  similar  intervention  on  a  similar  basis.  The  war 
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has  imposed  severe  strains  on  the  United  States,  not  only  mili- 
tarily and  economically  but  socially  and  politically  as  well. 
Bitter  dissension  has  torn  the  fabric  of  American  intellectual  life, 
and  whatever  the  outcome  of  the  war  the  tear  may  be  a  long 
time  mending.  If  another  friendly  country  should  be  faced  with  an 
externally  supported  communist  insurrection — whether  in  Asia, 
or  in  Africa  or  even  Latin  America — there  is  serious  question 
whether  the  American  public  or  the  American  Congress  would 
now  support  a  unilateral  American  intervention,  even  at  the  re- 
quest of  the  host  government.  This  makes  it  vitally  in  their  own 
interest  that  the  nations  in  the  path  of  China's  ambitions  move 
quickly  to  establish  an  indigenous  Asian  framework  for  their  own 
future  security. 

In  doing  so,  they  need  to  fashion  arrangements  able  to  deal 
both  with  old-style  wars  and  with  new — with  traditional  wars,  in 
which  armies  cross  over  national  boundaries,  and  with  the  so- 
called  "wars  of  national  liberation,"  in  which  they  burrow  under 
national  boundaries. 

I  am  not  arguing  that  the  da}-^  is  past  when  the  United  States 
would  respond  militarily  to  communist  threats  in  the  less  stable 
parts  of  the  world,  or  that  a  unilateral  response  to  a  unilateral  re- 
quest for  help  is  out  of  the  question.  But  other  nations  must  recog- 
nize that  the  role  of  the  United  States  as  world  policeman  is  likely 
to  be  limited  in  the  future.  To  ensure  that  a  U.S.  response  will  be 
forthcoming  if  needed,  machinery  must  be  created  that  is  capable 
of  meeting  two  conditions:  (a)  a  collective  effort  by  the  nations 
of  the  region  to  contain  the  threat  by  themselves;  and,  if  that 
effort  fails,  (b)  a  collective  request  to  the  United  States  for 
assistance.  This  is  important  not  only  from  the  respective  national 
standpoints,  but  also  from  the  standpoint  of  avoiding  nuclear 
collision. 

Nations  not  possessing  great  power  can  indulge  in  the  luxury  of 
criticism  of  others;  those  possessing  it  have  the  responsibility  of 
decision.  Faced  with  a  clear  challenge,  the  decision  not  to  use 
one's  power  must  be  as  deliberate  as  the  decision  to  use  it.  The  con- 
sequences can  be  fully  as  far-reaching  and  fully  as  irrevocable. 

If  another  world  war  is  to  be  prevented,  every  step  possible 
must  be  taken  to  avert  direct  confrontations  between  the  nuclear 
powers.  To  achieve  this,  it  is  essential  to  minimize  the  number 
of  occasions  on  which  the  great  powers  have  to  decide  whether 
or  not  to  commit  their  forces.  These  choices  cannot  be  eliminated, 
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but  they  can  be  reduced  by  the  development  of  regional  defense 
pacts,  in  which  nations  undertake,  among  themselves,  to  attempt 
to  contain  aggression  in  their  own  areas. 

If  the  initial  response  to  a  threatened  aggression,  of  whichever 
type — whether  across  the  border  or  under  it — can  be  made  by 
lesser  powers  in  the  immediate  area  and  thus  within  the  path  of 
aggression,  one  of  two  things  can  be  achieved:  either  they  can  in 
fact  contain  it  by  themselves,  in  which  case  the  United  States  is 
spared  involvement  and  thus  the  world  is  spared  the  consequences 
of  great-power  action;  or,  if  they  cannot,  the  ultimate  choice  can 
be  presented  to  the  United  States  in  clear-cut  terms,  by  nations 
which  would  automatically  become  allies  in  whatever  response 
might  prove  necessary.  To  put  it  another  way,  the  regional  pact 
becomes  a  buffer  separating  the  distant  great  power  from  the 
immediate  threat.  Only  if  the  buffer  proves  insufficient  does  the 
great  power  become  involved,  and  then  in  terms  that  make  victory 
more  attainable  and  the  enterprise  more  palatable. 

This  is  particularly  important  when  the  threat  takes  the  form 
of  an  externally  supported  guerrilla  action,  as  we  have  faced  in 
Viet  Nam,  as  is  even  now  being  mounted  in  Thailand,  and  as  could 
be  launched  in  any  of  a  half-dozen  other  spots  in  the  Chinese 
shadow.  Viet  Nam  has  shown  how  difficult  it  is  to  make  clear  the 
distinction  between  this  and  an  ordinary  factional  civil  war,  and 
how  subject  the  assisting  power  is  to  charges  of  having  inter- 
vened in  an  internal  matter.  Viet  Nam's  neighbors  know  that  the 
war  there  is  not  internal,  but  our  own  allies  in  Europe  have  diffi- 
culty grasping  the  fact. 

The  fragmenting  of  the  communist  world  has  lent  credence  to 
the  frequently  heard  argument  that  a  communist  advance  by 
proxy,  as  we  have  seen  attempted  in  Viet  Nam,  is  of  only  periph- 
eral importance;  that  with  the  weakening  of  rigid  central  con- 
trol of  the  communist  world,  local  fights  between  communist  and 
non-communist  factions  are  a  local  matter.  This  ignores,  however, 
the  fact  that  with  the  decentralization  of  communist  control  has 
come  an  appropriately  tailored  shift  in  communist  tactics.  Na- 
tional communism  poses  a  different  kind  of  threat  than  did  the 
old-style  international  communism,  but  by  being  subtler  it  is  in 
some  ways  more  dangerous. 

SEATO  was  useful  and  appropriate  to  its  time,  but  it  was 
Western  in  origin  and  drew  its  strength  from  the  United  States 
and  Europe.  It  has  weakened  to  the  point  at  which  it  is  little 
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more  than  an  institutional  embodiment  of  an  American  commit- 
ment, and  a  somewhat  anachronistic  relic  of  the  days  when 
France  and  Britain  were  active  members.  Asia  today  needs  its 
own  security  undertakings,  reflecting  the  new  realities  of  Asian 
independence  and  Asian  needs. 

Thus  far,  despite  a  pattern  of  rapidly  increasing  cooperation 
in  cultural  and  economic  affairs,  the  Asian  nations  have  been  un- 
willing to  form  a  military  grouping  designed  to  forestall  the 
Chinese  threat,  even  though  several  have  bilateral  arrangements 
with  the  United  States.  But  an  appropriate  foundation-stone 
exists  on  which  to  build:  the  Asian  and  Pacific  Council.  ASPAC 
held  its  first  ministerial-level  meeting  in  Seoul  in  June  1966,  and 
its  second  in  Bangkok  in  July  1967.  It  has  carefully  limited  itself 
to  strengthening  regional  cooperation  in  economic,  cultural  and 
social  matters,  and  its  members  have  voiced  strong  feelings  that, 
as  Japan's  Foreign  Minister  Takeo  Miki  put  it  at  the  Bangkok 
meeting,  it  should  not  be  made  "a  body  to  promote  anticom- 
munist  campaigns." 

Despite  ASPAC's  present  cultural  and  economic  orientation, 
however,  the  solidifying  awareness  of  China's  threat  should  make 
it  possible — if  the  need  for  a  regional  alliance  is  put  in  sufficiently 
compelling  terms — to  develop  it  into  an  alliance  actively  dedi- 
cated to  concerting  whatever  efforts  might  be  necessary  to  main- 
tain the  security  of  the  region.  And  ASPAC  is  peculiarly  well 
situated  to  play  such  a  role.  Its  members  (South  Korea,  Japan, 
Taiwan,  Thailand,  Malaysia,  South  Viet  Nam,  the  Philippines, 
Australia  and  New  Zealand,  with  Laos  as  an  observer)  all  are 
acutely  conscious  of  the  Chinese  threat.  All  except  Malaysia  have 
military  ties  with  the  United  States.  It  has  the  distinct  advantage 
of  including  Australia  and  New  Zealand,  which  share  the  danger 
and  would  be  able  to  contribute  substantially  to  its  strength, 
without  an  unbalancing  great-power  presence. 

I  do  not  mean  to  minimize  the  difTiculties  of  winning  acceptance 
of  such  a  concept.  In  Japan,  public  opinion  still  lags  behind  official 
awareness  of  military  needs.  The  avowedly  neutralist  nations 
under  China's  cloud  would  be  reluctant,  at  present,  to  join  any 
such  grouping.  But  looking  further  down  the  road  we  can  pro- 
ject either  an  erosion  of  their  neutralism  or  the  formation  of  their 
own  loose  association  or  associations,  which  might  be  tied  into  a 
militarily  oriented  ASPAC  on  an  interlocking  or  cooperative 
basis.  One  can  hope  that  even  India  might  finally  be  persuaded  to 
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give  its  support,  having  itself  been  the  target  of  overt  Chinese 
aggression,  and  still  cherishing  as  it  does  a  desire  to  play  a  sub- 
stantial role  beyond  its  own  borders. 

Ill 

Military  security  has  to  rest,  ultimately,  on  economic  and  polit- 
ical stabihty.  One  of  the  effects  of  the  rapidity  of  change  in  the 
world  today  is  that  there  can  no  longer  be  static  stability;  there 
can  only  be  dynamic  stability.  A  nation  or  society  that  fails  to 
keep  pace  with  change  is  in  danger  of  flying  apart.  It  is  important 
that  we  recognize  this,  but  equally  important  that  in  trying  to 
maintain  a  dynamic  stability  we  remember  that  the  stability  is  as 
important  as  the  dynamism. 

If  a  given  set  of  ends  is  deemed  desirable,  then  from  the  stand- 
point of  those  dedicated  to  peace  and  an  essential  stability  in 
world  order  the  desideratum  is  to  reach  those  ends  by  evolu- 
tionary rather  than  revolutionary  means.  Looking  at  the  pattern 
of  change  in  non-communist  Asia,  we  find  that  the  professed  aims 
of  the  revolutionaries  are  in  fact  being  achieved  by  an  evolu- 
tionary process.  This  offers  a  dramatic  opportunity  to  draw  the 
distinction  between  the  fact  of  a  revolutionary  result  and  the 
process  of  revolutionary  change.  The  Asian  nations  are  showing 
that  evolutionary  change  can  be  as  exciting  as  revolutionary 
change.  Having  revolutionized  the  aims  of  their  societies,  they  are 
showing  what  can  be  achieved  within  a  framework  of  dynamic 
stability. 

The  "people,"  in  the  broadest  sense,  have  become  an  entity  to 
be  served  rather  than  used.  In  much  of  Asia,  this  change  represents 
a  revolution  of  no  less  magnitude  than  the  revolution  that  created 
the  industrial  West,  or  that  in  the  years  following  World  War  II 
transformed  empires  into  new  and  struggling  nations.  It  is  pre- 
cisely the  promise  of  this  reversal  that  has  been  at  the  heart  of 
communist  rhetoric,  and  at  the  heart  of  the  popular  and  intellec- 
tual appeal  which  that  rhetoric  achieved. 

Not  all  the  governments  of  non-communist  Asia  fit  the  Western 
ideal  of  parliamentary  democracy — far  from  it.  But  Americans 
must  recognize  that  a  highly  sophisticated,  highly  advanced  po- 
litical system,  which  required  many  centuries  to  develop  in  the 
West,  may  not  be  best  for  other  nations  which  have  far  different 
traditions  and  are  still  in  an  earlier  stage  of  development.  What 
matters  is  that  these  governments  are  consciously,  deliberately 
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and  programmatically  developing  in  the  direction  of  greater 
liberty,  greater  abundance,  broader  choice  and  increased  popular 
involvement  in  the  processes  of  government. 

Poverty  that  was  accepted  for  centuries  as  the  norm  is  accepted 
no  longer.  In  a  sense  it  could  be  said  that  a  new  chapter  is  being 
written  in  the  winning  of  the  West:  in  this  case,  a  winning  of  the 
promise  of  Western  technology  and  Western  organization  by  the 
nations  of  the  East.  The  cultural  clash  has  had  its  costs  and  pro- 
duced its  strains,  but  out  of  it  is  coming  a  modernization  of  ancient 
civilizations  that  promises  to  leap  the  centuries. 

The  process  produces  transitional  anomalies — such  as  the 
Indian  woman  squatting  in  the  mud,  forming  cow-dung  patties 
with  her  hands  and  laying  them  out  to  dry,  while  a  transistor  radio 
in  her  lap  plays  music  from  a  Delhi  station.  It  takes  a  long  time  to 
bring  visions  of  the  future  to  the  far  villages — but  time  is  needed 
to  make  those  visions  credible,  and  make  them  achievable.  Too 
wide  a  gap  between  reality  and  expectation  always  produces  an 
explosive  situation,  and  the  fact  that  what  the  leaders  know  is 
possible  is  unknown  to  the  great  mass  of  the  peasantry  helps  buy 
time  to  make  the  possible  achievable.  But  the  important  thing  is 
that  the  leaders  do  know  what  is  possible,  and  by  and  large  they 
are  determined  to  make  it  happen. 

Whether  that  process  is  going  to  proceed  at  a  pace  fast  enough 
to  keep  one  step  ahead  of  the  pressure  of  rising  expectations  is  one 
of  the  great  questions  and  challenges  of  the  years  ahead.  But  there 
is  solid  ground  for  hope.  The  successful  Asian  nations  have  been 
writing  extraordinary  records.  To  call  their  performance  an  eco- 
nomic miracle  would  be  something  of  a  semantic  imprecision;  it 
would  also  be  a  disservice.  Precisely  because  the  origins  and  in- 
gredients of  that  success  are  not  miraculous,  it  offers  hope  to 
those  which  have  not  yet  turned  the  corner. 

India  still  is  a  staggering  giant,  Burma  flirts  with  economic 
chaos,  and  the  Philippines,  caught  in  a  conflict  of  cultures  and  in 
search  of  an  identity,  lives  in  a  precarious  economic  and  social 
balance.  But  the  most  exciting  trends  in  economic  development 
today  are  being  recorded  by  those  Asian  nations  that  have  ac- 
cepted the  keys  of  progress  and  used  them.  Japan,  Kong  Kong, 
Taiwan,  Thailand,  Korea,  Singapore  and  Malaysia  all  have  been 
recording  sustained  economic  growth  rates  of  7  percent  a  year  or 
more;  Japan  has  sustained  a  remarkable  average  of  9  percent  a 
year  since  1950,  and  an  average  16.7  percent  per  year  increase  in 
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exports  over  the  same  period.  Thailand  shifted  into  a  period  of 
rapid  growth  in  1958  and  has  averaged  7  percent  a  year  since. 
South  Korea,  despite  the  unflattering  estimates  of  its  people's 
abilities  by  the  average  G.I.  during  the  Korean  War,  is  shooting 
ahead  at  a  growth  rate  that  has  averaged  8  percent  a  year  since 
1963,  with  an  average  42  percent  a  year  increase  in  its  exports. 

These  rapidly  advancing  countries  vary  widely  in  their  social 
traditions  and  political  systems,  but  their  methods  of  economic 
management  have  certain  traits  in  common:  a  prime  reliance  on 
private  enterprise  and  on  the  pricing  mechanisms  of  the  market 
as  the  chief  determinant  of  business  decisions;  a  pacing  of  mone- 
tary expansion  to  match  growth  in  output;  receptivity  to  private 
capital  investment,  both  domestic  and  foreign,  including  such  in- 
centives as  tax  advantages  and  quick  government  clearance  of 
proposed  projects;  imaginative  national  programs  for  dealing 
with  social  problems;  and,  not  least,  a  generally  restrained  posture 
in  government  planning,  with  the  government's  role  suggestive 
rather  than  coercive.  These  nations  have,  in  short,  discovered 
and  applied  the  lessons  of  America's  own  economic  success. 

IV 

Any  discussion  of  Asia's  future  must  ultimately  focus  on  the 
respective  roles  of  four  giants:  India,  the  world's  most  populous 
non-communist  nation;  Japan,  Asia's  principal  industrial  and 
economic  power;  China,  the  world's  most  populous  nation  and 
Asia's  most  immediate  threat;  and  the  United  States,  the  greatest 
Pacific  power.  (Although  the  U.S.S.R.  occupies  much  of  the  land 
map  of  Asia,  its  principal  focus  is  toward  the  west  and  its  vast 
Asian  lands  are  an  appendage  of  European  Russia.) 

India  is  both  challenging  and  frustrating:  challenging  because 
of  its  promise,  frustrating  because  of  its  performance.  It  suffers 
from  escalating  overpopulation,  from  too  much  emphasis  on  in- 
dustrialization and  not  enough  on  agriculture,  and  from  too 
doctrinaire  a  rehance  on  government  enterprise  instead  of  private 
enterprise.  Many  are  deeply  pessimistic  about  its  future.  One  has 
to  remember,  however,  that  in  the  past  five  years  India  has  fought 
two  wars  and  faced  two  catastrophic  droughts.  On  both  the 
population  and  the  agricultural  fronts,  India's  present  leaders 
at  least  are  trying.  And  the  essential  factor,  from  the  standpoint 
of  U.S.  policy,  is  that  a  nation  of  nearly  half  a  billion  people 
is  seeking  ways  to  wrench  itself  forward  without  a  sacrifice  of  basic 
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freedoms;  in  exceedingly  difficult  circumstances,  the  ideal  of  evo- 
lutionary change  is  being  tested.  For  the  most  populous  represen- 
tative democracy  in  the  world  to  fail,  while  Communist  China — 
surmounting  its  troubles — succeeded,  would  be  a  disaster  of 
worldwide  proportions.  Thus  the  United  States  must  do  two 
things:  (i)  continue  its  aid  and  support  for  Indian  economic 
objectives;  and  (2)  do  its  best  to  persuade  the  Indian  Govern- 
ment to  shift  its  means  and  adjust  its  institutions  so  that  those 
objectives  can  be  more  quickly  and  more  effectively  secured, 
drawing  from  the  lessons  not  only  of  the  United  States  but  also  of 
India's  more  successful  neighbors,  including  Pakistan, 

Japan  has  been  edging  cautiously  and  discreetly  toward  a 
wider  leadership  role,  acutely  conscious  at  every  step  that  bitter 
memories  of  the  Greater  East  Asia  Co-Prosperity  Sphere  might 
rise  to  haunt  her  if  she  pressed  too  hard  or  too  eagerly.  But  what 
would  not  have  been  possible  ten,  or  even  five,  years  ago  is  be- 
coming possible  today.  Half  the  people  now  living  in  Asia  have 
been  born  since  World  War  II,  and  the  new  generation  has  neither 
the  old  guilts  (in  the  case  of  the  Japanese  themselves)  nor  the 
old  fears  born  of  conquest. 

The  natural  momentum  of  Japan's  growth,  the  industry  of  her 
people  and  the  advanced  state  of  her  society  must  inevitably  pro- 
pel Japan  into  a  more  conspicuous  position  of  leadership.  Japan's 
industrial  complex,  expanding  by  14  percent  annually  since  1950, 
already  is  comparable  to  that  of  West  Germany  or  the  United 
Kingdom.  Japan's  gross  national  product  ($95  billion)  is  sub- 
stantially greater  than  that  of  mainland  China,  with  seven  times 
the  population.  Japan  is  expected  soon  to  rank  as  the  world's 
third-strongest  economic  power,  trailing  only  the  United  States 
and  the  Soviet  Union.  Along  with  this  dramatic  economic  surge, 
Japan  will  surely  want  to  play  a  greater  role  both  diplomatically 
and  militarily  in  maintaining  the  balance  in  Asia.  As  the  Prime 
Minister  of  one  neighboring  country  put  it:  "The  Japanese  are  a 
great  people,  and  no  great  people  will  accept  as  their  destiny 
making  better  transistor  radios  and  teaching  the  underdeveloped 
how  to  grow  better  rice." 

This  greater  role  will  entail,  among  other  things,  a  modifica- 
tion of  the  present  terms  of  the  Japanese  Constitution,  which 
specifically  provides  that  "land,  sea  and  air  forces,  as  well  as  other 
war  potential,  will  never  be  maintained."  (Japan's  275,000  men 
presently  under  arms  are  called  "Self-Defense  Forces.")  Twenty 
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years  ago  it  was  considered  unthinkable  that  Japan  should  ac- 
quire even  a  conventional  military  capability.  Five  years  ago, 
while  some  Japanese  thought  about  it,  they  did  not  talk  about  it. 
Today  a  substantial  majority  of  Japanese  still  oppose  the  idea, 
but  it  is  openly  discussed  and  debated.  Looking  toward  the  future, 
one  must  recognize  that  it  simply  is  not  realistic  to  expect  a  na- 
tion moving  into  the  first  rank  of  major  powers  to  be  totally  de- 
pendent for  its  own  security  on  another  nation,  however  close  the 
ties.  Japan's  whole  society  has  been  restructured  since  World  War 
II.  While  there  still  are  traces  of  fanaticism,  its  politics  at  least 
conform  to  the  democratic  ideal.  Not  to  trust  Japan  today  with 
its  own  armed  forces  and  with  responsibility  for  its  own  defense 
would  be  to  place  its  people  and  its  government  under  a  disability 
which,  whatever  its  roots  in  painful  recent  history,  ill  accords 
with  the  role  Japan  must  play  in  helping  secure  the  common 
safety  of  non-communist  Asia. 

Any  American  policy  toward  Asia  must  come  urgently  to  grips 
with  the  reality  of  China.  This  does  not  mean,  as  many  would 
simplistically  have  it,  rushing  to  grant  recognition  to  Peking,  to 
admit  it  to  the  United  Nations  and  to  ply  it  with  offers  of  trade — 
all  of  which  would  serve  to  confirm  its  rulers  in  their  present 
course.  It  does  mean  recognizing  the  present  and  potential 
danger  from  Communist  China,  and  taking  measures  designed 
to  meet  that  danger.  It  also  means  distinguishing  carefully  be- 
tween long-range  and  short-range  policies,  and  fashioning  short- 
range  programs  so  as  to  advance  our  long-range  goals. 

Taking  the  long  view,  we  simply  cannot  afford  to  leave  China 
forever  outside  the  family  of  nations,  there  to  nurture  its  fan- 
tasies, cherish  its  hates  and  threaten  its  neighbors.  There  is  no 
place  on  this  small  planet  for  a  billion  of  its  potentially  most  able 
people  to  live  in  angry  isolation.  But  we  could  go  disastrously 
wrong  if,  in  pursuing  this  long-range  goal,  we  failed  in  the  short 
range  to  read  the  lessons  of  history. 

The  world  cannot  be  safe  until  China  changes.  Thus  our  aim, 
to  the  extent  that  we  can  influence  events,  should  be  to  induce 
change.  The  way  to  do  this  is  to  persuade  China  that  it  must 
change:  that  it  cannot  satisfy  its  imperial  ambitions,  and  that  its 
own  national  interest  requires  a  turning  away  from  foreign  ad- 
venturing and  a  turning  inward  toward  the  solution  of  its  own 
domestic  problems. 

If  the  challenge  posed  by  the  Soviet  Union  after  World  War  II 
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was  not  precisely  similar,  it  was  sufficiently  so  to  offer  a  valid 
precedent  and  a  valuable  lesson.  Moscow  finally  changed  when 
it,  too,  found  that  change  was  necessary.  This  was  essentially  a 
change  of  the  head,  not  of  the  heart.  Internal  evolution  played  a 
role,  to  be  sure,  but  the  key  factor  was  that  the  West  was  able 
to  create  conditions — notably  in  the  shoring  up  of  European  de- 
fenses, the  rapid  restoration  of  European  economies  and  the 
cementing  of  the  Atlantic  Alliance — that  forced  Moscow  to  look 
to  the  wisdom  of  reaching  some  measure  of  accommodation  with 
the  West.  We  are  still  far  from  reaching  a  full  detente,  but  at  least 
substantial  progress  has  been  made. 

During  the  next  decade  the  West  faces  two  prospects  which, 
together,  could  create  a  crisis  of  the  first  order:  (i)  that  the 
Soviets  may  reach  nuclear  parity  with  the  United  States;  and 
(2)  that  China,  within  three  to  five  years,  will  have  a  significant 
deliverable  nuclear  capability — and  that  this  same  China  will 
be  outside  any  nonproHferation  treaty  that  might  be  signed, 
free,  if  it  chooses,  to  scatter  its  weapons  among  "liberation" 
forces  anywhere  in  the  world. 

This  heightens  the  urgency  of  building  buffers  that  can  keep 
the  major  nuclear  powers  apart  in  the  case  of  "wars  of  national 
liberation,"  supported  by  Moscow  or  Peking  but  fought  by  proxy. 
It  also  requires  that  we  now  assign  to  the  strengthening  of  non- 
communist  Asia  a  priority  comparable  to  that  which  we  gave  to 
the  strengthening  of  Western  Europe  after  World  War  II. 

Some  counsel  conceding  to  China  a  "sphere  of  influence"  em- 
bracing much  of  the  Asian  mainland  and  extending  even  to  the 
island  nations  beyond;  others  urge  that  we  eliminate  the  threat 
by  preemptive  war.  Clearly,  neither  of  these  courses  would  be 
acceptable  to  the  United  States  or  to  its  Asian  allies.  Others  argue 
that  we  should  seek  an  anti-Chinese  alliance  with  European 
powers,  even  including  the  Soviet  Union.  Quite  apart  from  the 
obvious  problems  involved  in  Soviet  participation,  such  a  course 
would  inevitably  carry  connotations  of  Europe  vs.  Asia,  white  vs. 
non-white,  which  could  have  catastrophic  repercussions  through- 
out the  rest  of  the  non-white  world  in  general  and  Asia  in  par- 
ticular. If  our  long-range  aim  is  to  pull  China  back  into  the 
family  of  nations,  we  must  avoid  the  impression  that  the  great 
powers  or  the  European  powers  are  "ganging  up;"  the  response 
should  clearly  be  one  of  active  defense  rather  than  potential 
offense,  and  must  be  untainted  with  any  suspicion  of  racism. 


191 


For  the  United  States  to  go  it  alone  in  containing  China  would 
not  only  place  an  unconscionable  burden  on  our  own  country,  but 
also  would  heighten  the  chances  of  nuclear  war  while  under- 
cutting the  independent  development  of  the  nations  of  Asia.  The 
primary  restraint  on  China's  Asian  ambitions  should  be  exercised 
by  the  Asian  nations  in  the  path  of  those  ambitions,  backed  by 
the  ultimate  power  of  the  United  States.  This  is  sound  strategi- 
cally, sound  psychologically  and  sound  in  terms  of  the  dynamics 
of  Asian  development.  Only  as  the  nations  of  non-communist  Asia 
become  so  strong — economically,  politically  and  militarily — that 
they  no  longer  furnish  tempting  targets  for  Chinese  aggression, 
will  the  leaders  in  Peking  be  persuaded  to  turn  their  energies  in- 
ward rather  than  outward.  And  that  will  be  the  time  when  the 
dialogue  with  mainland  China  can  begin. 

For  the  short  run,  then,  this  means  a  policy  of  firm  restraint,  of 
no  reward,  of  a  creative  counterpressure  designed  to  persuade 
Peking  that  its  interests  can  be  served  only  by  accepting  the  basic 
rules  of  international  civility.  For  the  long  run,  it  means  pulling 
China  back  into  the  world  community — but  as  a  great  and  pro- 
gressing nation,  not  as  the  epicenter  of  world  revolution. 

"Containment  without  isolation"  is  a  good  phrase  and  a  sound 
concept,  as  far  as  it  goes.  But  it  covers  only  half  the  problem.. 
Along  with  it,  we  need  a  positive  policy  of  pressure  and  persua- 
sion, of  dynamic  detoxification,  a  marshaling  of  Asian  forces  both 
to  keep  the  peace  and  to  help  draw  off  the  poison  from  the 
Thoughts  of  Mao. 

Dealing  with  Red  China  is  something  like  trying  to  cope  with  the 
more  explosive  ghetto  elements  in  our  own  country.  In  each  case 
a  potentially  destructive  force  has  to  be  curbed;  in  each  case  an 
outlaw  element  has  to  be  brought  within  the  law;  in  each  case 
dialogues  have  to  be  opened;  in  each  case  aggression  has  to  be 
restrained  while  education  proceeds;  and,  not  least,  in  neither  case 
can  we  afford  to  let  those  now  self-exiled  from  society  stay  exiled 
forever,  We  have  to  proceed  with  both  an  urgency  born  of  neces- 
sity and  a  patience  born  of  realism,  moving  step  by  calculated 
step  toward  the  final  goal. 


And  finally,  the  role  of  the  United  States. 
Weary  with  war,  disheartened  with  allies,  disillusioned  with  aid, 
dismayed  at  domestic  crises,  many  Americans  are  heeding  the  call 
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of  the  new  isolationism.  And  they  are  not  alone;  there  is  a  ten- 
dency in  the  whole  Western  world  to  turn  inward,  to  become 
parochial  and  isolationist — dangerously  so.  But  there  can  be 
neither  peace  nor  security  a  generation  hence  unless  we  recognize 
now  the  massiveness  of  the  forces  at  work  in  Asia,  where  more 
than  half  the  world's  people  live  and  where  the  greatest  explosive 
potential  is  lodged. 

Out  of  the  wreckage  of  two  world  wars  we  forged  a  concept  of 
an  Atlantic  community,  within  which  a  ravaged  Europe  was  re- 
built and  the  westward  advance  of  the  Soviets  contained.  If  ten- 
sions now  strain  that  community,  these  are  themselves  a  by- 
product of  success.  But  history  has  its  rhythms,  and  now  the 
focus  of  both  crisis  and  change  is  shifting.  Without  turning  our 
backs  on  Europe,  we  have  now  to  reach  out  westward  to  the 
East,  and  to  fashion  the  sinews  of  a  Pacific  community. 

This  has  to  be  a  community  in  the  fullest  sense:  a  community 
of  purpose,  of  understanding  and  of  mutual  assistance,  in  which 
military  defenses  are  coordinated  while  economies  are  strength- 
ened; a  community  embracing  a  concert  of  Asian  strengths  as  a 
counterforce  to  the  designs  of  China;  one  in  which  Japan  will 
play  an  increasing  role,  as  befits  its  commanding  position  as  a 
world  economic  power;  and  one  in  which  U.S.  leadership  is 
exercised  with  restraint,  with  respect  for  our  partners  and  with  a 
sophisticated  discretion  that  ensures  a  genuinely  Asian  idiom  and 
Asian  origin  for  whatever  new  Asian  institutions  arc  developed. 

In  a  design  for  Asia's  future,  there  is  no  room  for  heavy-handed 
American  pressures;  there  is  need  for  subtle  encouragement  of  the 
kind  of  Asian  initiatives  that  help  bring  the  design  to  reality. 
The  distinction  may  seem  superficial,  but  in  fact  it  is  central 
both  to  the  kind  of  Asia  we  want  and  to  the  effectiveness  of  the 
means  of  achieving  it.  The  central  pattern  of  the  future  in  U.S.- 
Asian relations  must  be  American  support  for  Asian  initiatives. 

The  industrial  revolution  has  shown  that  mass  abundance  is 
possible,  and  as  the  United  States  moves  into  the  post-industrial 
world — the  age  of  computers  and  cybernetics — we  have  to  find 
ways  to  engineer  an  escape  from  privation  for  those  now  living  in 
mass  poverty.  There  can  be  no  security,  whatever  our  nuclear 
stockpiles,  in  a  world  of  boiling  resentment  and  magnified  envy. 
The  oceans  provide  no  sanctuary  for  the  rich,  no  barrier  behind 
which  we  can  hide  our  abundance. 

The  struggle  for  influence  in  the  Third  World  is  a  three-way 
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race  among  Moscow,  Peking  and  the  West.  The  West  has  offered 
both  ideahsm  and  example,  but  the  idealism  has  often  been  uncon- 
vincing and  the  example  non-idiomatic.  However,  an  industrial- 
ized Japan  demonstrates  the  economically  possible  in  Asian 
terms,  while  an  advancing  Asia  tied  into  a  Pacific  community 
offers  a  bridge  to  the  underdeveloped  elsewhere.  During  this  final 
third  of  the  twentieth  century,  the  great  race  will  be  between  man 
and  change:  the  race  to  control  change,  rather  than  be  controlled 
by  it.  In  this  race  we  cannot  afford  to  wait  for  others  to  act,  and 
then  merely  react.  And  the  race  in  Asia  is  already  under  way. 
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10.  Statements  bv  U.S.  officials  concerning  the  ranture  of  the  "U-S.S.  Pueblo* 
North  Korea,  Department  of  State  Bulletin,  February  12,  1968 


by 


The  Crisis  in  Korea 


Following  is  an  address  to  the  Nation  hy  Pres- 
ident Johnson  on  January  £ff,  together  with 
other  UjS.  Government  statements  made  Janu- 
ary BS-26  on  the  Korean  crisis. 


ADDRESS  BY  PRESIDENT  JOHNSON, 
JANUARY  26 

Wklto  Hoase  press  release  dated  Jaanary  26 

L  My  fellow  Americans:  Over  the  past  15 
•lonths  the  North  Koreans  have  pursued  a 
•tepped-up  campaign  of  violence  against  South 
Korean  and  the  American  troops  in  the  area 
•f  the  demilitarized  zone. 
I  Armed  raider  teams  in  very  larg^  numbers 
Itvo  been  sent  into  South  Korea  to  engage  in 
fcbotage  and  assassination. 
f^On  January  19,  a  31-man  team  of  North  KTo- 
ii*n  raiders  invaded  Seoul  with  the  object  of 
lering  the  President  of  the  Republic  of 

ui  many  of  these  aggressive  actions  Korean 
American  soldiers  have  been  killed  and 
ided.  The  North  Koreans  are  apparently 
»pting  to  intimidate  the  South  Koreans 
are  trying  to  interrupt  the  growing  spirit 
confidence  and  progress  in  the  Republic  of 

^^*>eae  attacks  may  also  be  an  attempt  by  the 

"Mmists  to  divert  South  Korean  and  United 

nailitary  resources  which  together  are 

■occessfully  resisting  aggression  in  Viet- 

^eek  the  North  Koreans  committed  yet 
i^J^  yanton  and  aggressive  act  by  seizing 
j^**«ncan  ship  and  its  crew  in  international 
^^  Clwrly,  this  cannot  be  accepted. 

•<«  doing  two  things :  First,  we  are  very 
today  taking  the  question  before  the 
^-^,p°^cil  of  the  United  Nations.  The 
^JJWt  would  be  for  the  whole  world  com- 
^^  persuade  North  Korea  to  return  our 
1^^  our  men  and  to  stop  the  dangerous 
f^j^l*g^on  against  South  Korea. 
^  been  making  other  diplomatic  effort' 


as  well.  We  shall  continue  to  use  every  means 
available  to  find  a  prompt  and  a  peaceful  solu- 
tion to  the  problem. 

Second,  we  have  taken  and  we  are  taking 
certain  precautionary  measures  to  make  sure 
that  our  military  forces  are  prepared  for  any 
contingency  that  might  arise  in  this  area.       _ 

These  actions  do  not  involve  in  any  way  a 
reduction  of  our  forces  in  Viet-Nam. 

I  hope  that  the  North  Koreans  will  recognize 
the  gravity  of  the  situation  which  they  have 
created.  I  am  confident  that  the  American  peo- 
ple will  exhibit  in  this  crisis — as  they  have  in 
other  crises — determination  and  unity. 

Thank  you  very  much. 


OTHER  U.S.  GOVERNMENT  STATEMENTS 


Defense  Department  Statement,  January  23 

Department  of  Defense  press  release  dated  Jannary  23 

The  U.S.S.  Pueblo,  a  Navy  intelligence  col- 
lection auxiliary  ship,  was  surrounded  by  North 
Korean  patrol  boats  and  boarded  by  an  armed 
party  in  international  waters  in  the  Sea  of  Ja- 
pan shortly  before  midnight  e.s.t.  last  night 
[January  22]. 

The  United  States  Government  acted  imme- 
diately to  establish  contact  with  North  Korea 
through  the  Soviet  Union. 

When  the  Pueblo  was  boarded,  its  reported 
position  was  approximately  25  miles  from  the 
mainland  of  North  Korea. 

The  ship  reported  the  boarding  took  place 
at  127  degrees,  54.3  minutes  east  longitude;  39 
degrees,  25  minutes  north  latitude.  The  time 
was  11 :45  p.m.  e.s.t. 

The  ship's  complement  consists  of  83,  includ- 
ing six  officers  and  75  enlisted  men  and  two 
civilians. 

At  approximately  10  p.m.  e.s.t.,  a  North  Ko- 
rean patrol  boat  approached  the  Pueblo.  Using 
international  signals,  it  requested  the  Pueblo*a 
nationality.  The  Pueblo  identified  herself  as  a 
U.S.  ship.  Continuing  to  use  flag  signals,  the 
patrol  boat  said :  "Heave  to  or  I  will  open  fire 
on  you,"  The  Pueblo  replied :  "I  am  in  interna- 
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tional   waters."  The   patrol  boat  circled  the 
Pueblo. 

.  Approximately  1  hour  later,  three  additional 
patrol  craft  appeared.  One  of  them  ordered: 
"Follow  in  my  wake;  I  have  a  pilot  aboard." 
The  four  shipg  closed  in  on  the  Pueblo,  taking 
different  positions  on  her  bow,  beam,  and  quar- 
ter. Two  MIG  aircraft  were  also  sighted  by 
the  Pueblo  circling  off  the  starboard  bow. 

One  of  the  patrol  craft  began  backing  to- 
ward the  bow  of  the  Pueblo,  with  fenders 
rigged-  An  armed  boarding  party  was  stand- 
ing on  the  bow. 

The  Pueblo  uadioed  at  11:45  pan.  that  she 
was  being  boarded  by  North  Koreans. 

At  12:10  ajn.  e.s.t  today  [January  23]  the 
Pueblo  reported  that  she  had  been  requested  to 
jfollow  the  North  Korean  ships  into  Wonsan 
and  that  she  had  not  used  any  weapons. 
'  The  final  message  from  the  Pueblo  was  sent 
it  12 :32  a.m.  It  reported  that  it  had  come  to  "all 

jp"  and  that  it  was  "going  off  the  air." 

The  Pueblo  is  designated  the  AGER-2.  It  is 

modified  auxiliary  light  cargo  ship  (AKX/). 

The  Pueblo  is  179  feet  long  and  33  feet  wide, 
jwith  a  displacement  of  906  tons.  It  has  a  10.2- 
ffoot  draft.  Its  maximum  speed  is  12.2  knots.* 

jStatement  by  the  Deptirtment  of  State 
jSpokesman,  January  23 

I  You've  all  seen  or  had  the  statement  by  the 
Department  of  Defense  this  morning  about  the 
boarding  in  international  waters  of  a  U.S.  naval 
vessel  by  North  Koreans.  I'm  authorized  to  state 
that  the  United  States  Government  views  this 
action  by  North  Korea  with  utmost  gravity.  We 
.have  asked  the  Soviet  Union  to  convey  to  the 
!  North  Koreans  our  urgent  request  for  the  im- 
jmediate  release  of  the  vessel  and  crew. 
j  The  matter  will  also  be  raised  directly  with 
[the  North  Koreans  in  a  meeting  of  the  Military 
Armistice  Commission.  We  wiU,  of  course,  use 
.any  other  channels  whidi  might  be  helpful 

I  wish  to  reemphasize  the  seriousness  with 
which  we  view  this  flagrant  North  Korean  ac- 
tion against  the  United  States  naval  vessel  on 
gh  seas. 


^^hij 


'  Later  on  Jan.  23,  the  Department  of  Defense  issued 
the  following  statement  to  the  press : 

Press  reports  which  imply  that  the  captain  of  the 
Ttt^lo  made  a  number  of  calls  for  help  are  wrong. 

The  facts  are  that  the  only  time  the  Pueblo  requested 
assistance  was  when  she  was  actually  boarded.  There 
were  no  earlier  requests  for  assistance  of  any  kind. 

Time  and  distance  factors  made  it  impossible  to  re- 
spond to  the  call  that  was  made  when  the  ship  was  be- 
ing boarded. 


Statement  by  the  Department  of  Stote 
Spokesman,  January  24 

At  the  meeting  of  the  Military 
Commission  in  Panmimjom,  the  reaction^ 
North  Korean  side  was  cynical,  denandtii 
of  the  United  States,  and  a  distortion  of 
facts  in  the  case. 

Secretary  Rusk's  News  Briefing  January  241 

This  is  my  first  meeting  with  the 
since  the  new  session  convened.  We 
rather  widely  over  international  affairs.  We 
cussed  the  recent  Korean  ship  incident  aai 
course,  the  B-52  accident  in  Greenland,  ^ 
armament  questions,  Viet-Nam,  Middle  Pv^ 
We  ranged  rather  widely  over  the  entire  ct^ 
trum.  I  may  be  back  again  before  too  Ion*  te 
continue  the  discussion. 

Q.  Mr.  Secretary,  we  have  asked  the  ffor^ 
Koreans  to  give  the  Pueblo  back.  They  have  tdl 
"A^o."  Where  do  we  go  from  heref 

A.  Well,  most  of  the  questions  I  get  frc«n  yg^ 
fellows  have  to  do  with  the  future.  Let's  waj^ 
and  see. 

Q.  Mr.  Secretary,  we  did  yesterday  make  1 
approach  to  the  Russians — 

A.  Yes. 

Q.  — to  secure  their  assistance.  Can  you  UA 
%i8  anything  at  ail  about  the  nature  of  ihtif\ 


A.  No,  not  at  this  point. 

Q.  Is  the  United  States  determined  togettkt] 
Pueblo  back — 

A.  Yes. 

Q.  — by  whatever  means  it  takes. 

A.  Yes  indeed.  This  is  a  very  grave  and  bwr-, 
ous  matter.  The  seizure  of  a  U.S.  naval  ship  ia: 
international  waters  is  one  of  the  most  seriooi' 
kinds  of  action  that  can  be  taken,  and  I  caa 
assure  that  there  is  no  light  view  of  that  hereia 
the  United  States.  ^ 

Q.  Mr.  Secretary,  you  have  shown  measured 
restraint  so  far.  CovZd  you  explain  the  reason 
behind  this  restraint  and  continue  along  that 
Unef 


•  Held  after  appearing  before  the 
on  Foreign  Affairs. 


Committal 
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A.  No,  I  don't  want  to  philosophize  about  it 
When  we  heard  what  had  happened,  we  im- 
mediately got  in  touch  with  the — almost  literally 
in  a  matter  of  minutes  getting  off  messages  to 
be  in  touch  with  North  Korea  to  get  this  ship 
back  and  get  the  men  back.  Now,  that  has  not 
yet  occurred ;  so  we  will  have  to  see  where  we 
go  from  here. 

Q.  You  are  not  ruling  out  military  force,  are 
youf 

A.  I  am  not  discussing  the  future  in  any  way, 
shape,  or  form  at  this  poinL 

Q.  Could  you  discuss  the  role  of  the  Enter- 
prise, presently  off  North  Korea? 

A  No.  It  is  there  in  the  Sea  of  Japan,  and  it 
will  be  there  until  it  is  ordered  to  move. 

Q.  Mr.  Secretary,  there  is  about  an  hour,  ac- 
Mrding  to  the  accounts,  when  the  ship  was  going 
lack.  Why  was  there  no  attempt  to  stop  the 
Koreans  from  bringing  the  boat  into  port? 

^  A-  I  have  no  answer  on  that.  We  need  to  dis- 
cus questions  of  that  sort  with  the  skipper — the 
jikipper  is  not  available  to  us — to  see  what  actu- 
iDy  happened  during  that  period  and  what  his 
lents  and  assessments  were. 

J?.  TFAy   were   there  no  American  planes? 
I  are  airbases  in  that  area. 

A.  I  gather  this  has  to  do  with  what  the 

tapper  thought  the  situation  was  and  what  he 

'it  have  asked  for  and  what  his  assessment  of 

situation  was.  You  see,  there  are  acts  of 

lent  that  go  on  all  the  time — in  the  Med- 

lean,  in  the  Black  Sea,  in  the  Sea  of 

We  just  don't  know  how  the  skipper  saw 

when  the  first  motor  torj)edo  boat  came 

ide  and  accosted  him  in  the  way  that  they 

^V*  Have  we  .  .  ,  the  Russians  to  get  this  ship 
for  us? 

Well,  we  would  like  to  see  the  Russians 
*  some  help  in  this  matter  and  get  this 
•^  of  there,  but  we  can't  anticipate  yet 
''«e  result  might  be. 

♦'o  v>e  see  any  connection,  sir,  between 
*^onta  in  Korea  and  our  cowmitment  in 
^antr—i)ur  extension  there? 

J**  f^'^  see  any  organic  connection.  It  is 
fhat  the  North  Koreans,  with  their  in- 
^''filtration  of  agents  across  the  38th 


parallel,  think  they  might  create  some  pressures 
or  create  some  problems  in  that  respect,  but  it 
won't  have  the  slightest  effect  in  that  matter. 

Q.  Do  you  see  it  as  part  of  activity  in  Laos, 
North  Viet-Ncan,  and  so  on,  as  kind  of  orches- 
tration of  pressure  onus? 

A.  I  wouldn't  connect  Korea  with  Laos  and 
South  Viet-Nam  at  the  present  time.  I  do  think 
that  Laos  and  South  Viet-Nam  fit  together. 
North  Vietneimese  forces  are  in  both  places, 
where  they  have  no  right  to  be.  In  Laos  they 
are  there  directly  contrary  to  the  specific  re- 
quirements of  the  Laos  accords  of  1962.  We 
would  like  to  see  those  accords  carried  out  by 
everybody,  which  would  mean  that  North  Viet- 
namese forces  would  leave  Laos.  But  I  think  this 
is  orchestrated  as  a  matter  of  North  Vietnam- 
ese pressure  on  its  neighbors.  They  not  only 
have  many  regiments  in  South  Viet-Nam ;  they 
have  regiments  In  Laos,  and  they  are  helping  to 
organize  agents  and  guerrillas  over  in  Thai- 
land ;  so  there  is  no  question  about  some  orches- 
tration there.  And  those  who  think  that  Ho  Chi 
Minh  is  just  a  nationalist  ought  to  ponder  on 
why,  then,  he  is  tinkering  with  Laos  and  Thai- 
land, because  those  people  are  not  Vietnamese. 

Q.  Mr.  Secretary,  can  you  give  us  any  prog- 
ress report  on  the  exploration  into  the  negotia- 
tion overtures  by  North  Viet-Nam? 

A.  No,  not  at  this  point. 

Q.  Mr.  Secretary,  Senator  [Richard  B.I 
RxisseU  said  yesterday  thai  this  was  a  breach  of 
international  law,  amounting  to  an  act  of  war. 
Do  you  see  it  in  the  same  way? 

A.  Well,  it  is  certainly  a  major  breach  of  in- 
ternational law  and  lends  itself  to  that  interpre- 
tation. Of  course  the  seizure  of  an  official  naval 
vessel  of  another  country  in  international 
waters  and  taken  into  your  port  is  a  very  harsh 
act,  and  I  would  not  object  to  designating  it  as 
an  act  of  war  in  terms  of  the  category  of  acts 
which  could  so  be  construed. 

Q.  Mr.  Secretary,  there  have  been  a  series 
of  actions  and  statements  from.  North  Korea 
recently,  of  which  this  is  only  the  latest — guer- 
rilla raids,  talk  of  another  war.  Has  the  danger 
increased  of  a  new  outbreak  of  fighting  there? 

A.  That  is  up  in  part  to  North  Korea.  My 
strong  advice  to  North  Korea  is  to  cool  it,  that 
there  have  been  enough  of  these  incidents,  and 
they  have  been  coming  out  of  North  Korea. 
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This  incident  in  Seoul  the  other  day  was  very 
serious.  The  pretense  by  North  Korea  that  some- 
how these  are  merely  South  Koreans  who  are 
objecting  to  their  government  is  nonsense.  "We 
know  where  these  people  come  from  and  how 
they  come;  so  I  think  North  Korea  would  be 
well  advised  to  pull  back  here  and  start  living 
at  peace  with  South  Korea  and  stopping  this 
kind  of  activity.       ' 

Q.  Mr.  Secretary,  is  there  any  plan  to  take 
this  matter  to  the  United  Nations  or — 

A.  I  wouldn't  want  to  discuss  the  future  or 
next  steps  or  what  might  be  done  following 
the  representations  we  have  made  thus  far. 
Thank  you,  gentleijpen;  I  have  to  go. 

White  House  Statement,  January  25  * 

The  President  has  directed  Secretary  of  De- 
fense McNamara  to  recall  to  active  duty  certain 
air  squadrons  and  support  units  of  the  Air 
Force  and  the  Navy.^  The  Air  Force  Eeserve, 
Air  National  Guard,  and  Naval  Reserve  planes 
involved  will  total  372  fighter  and  transport 
aircraft. 

The  reservists  are  being  recalled  immediately 
under  congressional  authority  provided  in  the 
Department  of  Defense  Appropriations  Act  of 
1967.  This  act  provides  that : 

Dntil  June  30,  1968,  the  President  may,  when  he 
deems  it  necessary,  order  to  active  duty  any  unit  of 
the  Ready  Reserve  of  an  armed  force  for  a  period 
of  not  to  exceed  24  months. 

When  and  if  decisions  are  made  on  the  callup 
of  Army  or  Marine  Corps  reservists,  appro- 
priate announcements  will  be  made  promptly. 


White  House  Statement,  January  25  *■ 

^  The  President  this  afternoon,  after  intensive 
consultations  with  his  senior  advisers,  in- 
structed Ambassador  Goldberg  [U.S.  Repre- 
sentative to  the  United  Nations  Arthur  J. 
Goldberg]  to  request  an  urgent  meeting  of  the 
Security  Coimcil  of  the  United  Nations  to  con- 
sider the  grave  situation  which  has  arisen  in 
Korea  by  reason  of  North  Korean  aggressive 
actions  against  the  Republic  of  Korea  and  the 
illegal  and  wanton  seizure  of  a  United  States 

^essel  and  crew  in  international  waters. 

*  Read  to  news  correspondents  by  George  Christian, 
Press  Secretary  to  the  President 

•  For  text  of  Executive  Order  11392,  see  33  Fed.  Reg. 
95L 


This   action  by   the   President  reflecU  iJ 
earnest  desire  to  settle  this  matter  prom 
and,  if  at  all  possible,  by  diplomatic  m»-!^'^ 


meana 
Ambassador  Goldberg  will  be  leaving  «rWa^ 
in  the  hour  to  present  an  appropriate  U^ 
requesting  such  a  meeting  to  the  PresidtS^ 
the  Security  Council.  \ 

Ambassador  Goldberg  has  already  advki 
by  telephone  the  President  of  the  Sea 
Council  and  the  Secretary-General  of  this 
posed  action  by  the  United  States. 

Excerpt  From  an  Address  by  Secretary  Rutk.' 
Cathedral  Club,  Brooklyn,  N.Y.,  January  25 

I  know  you  would  be  concerned  tonight  lj 
hear  me  say  something  new  about  the  preaw 
moment  in  Korea.  We've  said  a  good  de^D 
the  course  of  today,  and  I  recall  in  Ecclesiaata^ 
3  it  is  said  that  "To  everything  there  is  a  ae^ 
son  ...  a  time  to  keep  silence,  and  a  timetg 
speak."  Today  we  have  taken  precautionAjy 
measures  with  respect  to  our  Armed  Foro^ 
and  the  President  has  instructed  Ambassaijqf 
Goldberg  to  present  this  matter  before  tin 
Security  Council  of  the  United  Nations  tomor^' 
row,  and  there  wiU  be  a  full  exposition  thert 
of  the  issues  involved.  ^ 

I  can  say  very  simply  tonight,  without  going 
into  detail,  that  the  seizure  of  a  U.S.  naviS 
vessel  in  international  waters  is  without  preo^ 
dent  and  is  intolerable.  And  there  can  be  m 
satisfactory  result,  short  of  the  prompt,  may  I 
say,  immediate  release  of  that  ship  and  its  oil- 
cers  and  crew. 

This  incident  reminds  us  that  when  the  great 
issues  are  at  stake,  it  is  important  that  we  think 
just  as  clearly  as  possible,  without  illusi(U)% 
without  false  hope.  .  .  . 


Statement  by  the  Department  of  State 
Spokesman,  January  26 

Assistant  Secretary  [for  International  Or- 
ganization Affairs  Joseph  J.]  Sisco  and  Deputj 
Assistant  Secretary  [for  East  Asian  and  Pacif^ 
Affairs  Samuel  D.]  Berger  met  this  morning 
with  other  members  of  the  Group  of  16 — that 
is,  those  governments  which  provided  forces 
under  the  U.N.  Conmiand  during  the  Korean 
war.  The  group  was  briefed  fully  on  current 
diplomatic  and  other  steps  being  taken  by  the 
United  States  to  secure  the  prompt  release  of 
the  Pueblo  and  its  crew,  including  our  referral 
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of  the  matter  to  the  United  Nations  Security 
Coancil. 

During  the  briefing,  attention  was  focused 
on  repeated  North  Korean  violations  of  the 
Korean  Armistice  Agreement. 

Representatives  of  the  following  countries 
were  present :  Australia,  Belgium,  Canada,  Co- 
Icwnbia,  Ethiopia,  France,  Greece,  Luxembourg, 
Netherlands,  New  Zealand,  Philippines,  South 
Africa,  Thailand,  Turkey,  and  the  United 
Kingdom. 

Mr.  Sisco  also  met  in  a  separate  session  with 
the  Ambassador  of  the  Republic  of  Korea,  and 
that  included  a  full  exchange  of  information 
on  the  current  situation. 

j  We  have  taken  note  of  a  North  Korean  broad- 
east  of  an  editorial  in  a  North  Korean 
BBwspaper. 

ji  Now,  the  purport  of  this  editorial  is  to  d»- 
'llare  the  crew  of  the  Pueblo  as  criminals.  Here 
Jl  t  direct  quote : 


The  criminals  who  have  violated  the  sovereignty  of 
another  country  and  perpetrated  a  provocative  act 
must  receive  due  punishment.  These  criminals  must 
be  dealt  with  by  law. 

Now,  in  our  view,  this  statement  is  a  flagrant 
travesty  of  the  facts.  It  is  the  action  of  North 
Korea  which  is  and  has  been  illegal  from  the 
outset. 

I  am  authorized  to  say  that  the  United  States 
Government  would  consider  any  such  move  by 
North  Korea  to  be  a  deliberate  aggravation  of 
an  already  serious  situation. 

The  United  States  Government  has  asked  the 
International  Committee  of  the  Red  Cross  to 
intercede  on  behalf  of  the  personnel  of  the 
Pueblo.  We  asked  the  ICRC  to  inquire  about 
the  welfare  and  physical  condition  of  the  men, 
to  request  their  early  release,  and  to  oflFer  ICRC 
assistance  in  arrangements  for  their  release.  We 
most  urgently  asked  the  ICRC  to  attempt  to 
arrange  the  repatriation  of  seriously  injured 
personnel. 


•N.  Security  Council  Begins  Debate  on  Korea 


^^oUovying  is  the  text  of  a  letter  from  Arthur 

'  Goldberg,  C^jS".  Representative  to  the  United 

]^^^,  to  Agha  Shahi,  President  of  the  UJV. 

~*nty    Council,    together    vrith    statements 

^  by  Anibassador  Goldberg  in  the  Council 

January  26  and  27. 


SSADOR  GOLDBERG'S  LETTER 

'-J*-  presa  release  6 

Jajtuart  25,  1968 

Mr.  President:  I  request  an  urgent 

^of  the  Security  Council  to  consider  the 

'^at  to  peace  which  has  been  brought 

•^  a  series  of  increasingly  dangerous  and 

"?T®  p^itary  actions  by  North  Korean 

»ti«  in  violation  of  the  Armistice  Agree- 

•nd  of  international    law   and   of  the 

w  of  the  United  Nations. 

^•nmstice  regime  established  by  the  Ar- 

^eement  of  July  27, 1953  has  been  re- 

7  Y<^l*ted  by  North  Korean  authorities. 

J  2  ^^^°°s  have  become  increasingly  se- 

"^g  the  past  year  and  a  half,  during 


which  armed  personnel  on  many  occasions  have 
been  dispatched  from  North  Korea  across  the 
demilitarized  zone  into  the  Republic  of  Korea 
on  missions  of  terrorism  and  political  assassi- 
nation. A  particularly  grave  incident  occurrecP 
this  month,  when  a  band  of  armed  terrorists 
was  dispatched  into  the  Republic  of  Korea  on 
a  mission  whose  apparent  goal  was  the  assassi- 
nation of  President  Park.  *^ 

More  recently,  North  Kor*i  has  wilfully  com- 
mitted an  act  oif  wanton  lawlessness  against  a 
naval  vessel  of  the  United  States  operating  on 
the  high  seas.  On  January  23,  the  USS  Pueblo, 
while  operating  in  international  waters,  was 
illegally  seized  by  armed  North  Korean  vessels, 
and  the  ship  and  crew  are  still  under  forcible 
detention  by  North  Korean  authorities. 

This  North  Korean  action  against  a  United 
States  naval  vessel  on  the  high  seas,  and  the 
serious  North  Korean  armed  raids  across  the 
demilitarized  zone  into  the  Republic  of  Korea, 
have  created  a  situation  of  such  gravity  and 
danger  as  to  require  the  urgent  consideration  of 
the  Security  Council  which  we  are  accordingly 
requesting. 
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STATEMENT  OF  JANUARY  26 


U.S./D.N.  press  release  7 


The  United  States  has  requested  this  meeting, 
as  I  stated  in  my  letter  to  you,  to  consider  the 
grave  threat  to  peace  which  the  authorities  of 
North  Korea  have  brought  about  by  their  in- 
creasingly dangerous  and  aggressive  military 
actions  in  violation  of  the  Korean  Armistice 
Agreement  of  1953,'of  the  United  Nations  Char- 
ter, and  of  international  law. 

We  have  asked  that  the  Coimcil  be  convened 
at  an  hour  when  peace  is  in  serious  and  immi- 
nent  danger — when  firm  and  forthwith  action  is 
required  to  avert  that  danger  and  preserve 
pfiace. 

A  virtually  unahned  vessel  of  the  United 
States  Navy,  sailing  on  the  high  seas,  has  been 
wantonly  and  lawlessly  seized  by  armed  North 
Korean  patrol  boats  and  her  crew  forcibly  de- 
tained. This  warlike  action  carries  a  danger  to 
peace  which  should  be  obvious  to  all. 
>  A  party  of  armed  raiders,  infiltrated  from 
North  Korea,  has  been  intercepted  in  the  act  of 
invading  the  South  Korean  Capital  City  of 
Seoul  with  the  admitted  assignment  of  assassi- 
nating the  President  of  the  Republic  of  Korea. 
This  event  marks  the  climax  of  a  campaign  by 
the  North  Korean  authorities,  over  the  past  18 
months,  of  steadily  growing  infiltration,  sabo- 
tage, and  terrorism  in  flagrant  violation  of  the 
Korean  Armistice  Agreement. 

Mr.  President,  these  two  lines  of  action  are 
manifestly  parallel.  Both  stem  from  North  Ko- 
rea. Both  are  completely  imwarranted  and  un- 
justified. Both  are  aimed  against  peace  and 
security  in  Korea.  Both  violate  the  United  Na- 
tions Charter,  solemn  international  agreements, 
and  time-honored  international  law.  And  both 
pose  a  grave  threat  to  peace  in  a  country  whose 
long  search  for  peace  and  reunification  in  free- 
dom has  been  an  historic  concern  to  the  United 
Nations  and  my  coiuitry. 

We  bring  these  grave  developments  to  the 
attention  of  the  Security  Council  in  the  sincere 
hope  that  the  Council  will  act  promptly  to  re- 
move the  danger  to  international  peace  and  se- 
curity. For,  Mr.  President,  it  must  be  removed, 
and  without  delay.  And  it  will  be  removed  Only 
if  action  is  taken  forthwith  to  secure  the  release 
of  the  U.S.S.  Puehlo  and  its  83-man  crew  and  to 
bring  to  an  end  the  pattern  of  armed  transgres- 
sions by  North  Korea  against  the  Republic  of 
Korea.  My  Government  has  stated  at  the  highest 


level  our  earnest  desire  to  settle  this  ni»M«i 
promptly  and  peacefully  and,  if  at  all  p^l^f 
by  diplomatic  means.  f^'swioi^ 

It  is  testimony  to  this  desire  that,  in  fidelitwiJ 
the  charter,  my  Government  has  brougl^^^J 
matter  to  the  Security  Coimcil,  which  hag^" 
primary  responsibility  for  the  maintenance  ag 
international  peace  and  security  and  which ^ 
gether  with  other  organs  of  the  United  NaSJS 
has  a  special  and  historic  concern  for  peace^i 
security  in  Korea.  ^j 

It  is  imperative,  therefore,  that  the  SecnritJ 
Council  act  with  the  greatest  urgency  andS 
cisiveness.  The  existing  situation  cannot  be^ 
lowed  to  stand.  It  must  be  corrected,  and  tW 
Council  must  face  up  to  its  responsibility  ^ 
see  it  corrected.  This  course  is  far  more  pi^f^J 
able  to  other  remedies  which  the  charter  m^ 
serves  to  member  states.  i 

Let  me  now  turn  to  the  facts  conoernW 
these  two  aspects  of  North  Korean  aggr«etd^ 
conduct  on  which  the  Coimcil's  action  ia  q».^ 
gently  required.  -. 

1 

1 


Seizure  of  thelLSJ.  Pyeblo 


At  12  noon  on  January  23,  Korean  time,  tW 
United  States  ship  Pueblo^  manned  by  a  crew  <i|, 
six  officers,  75  enlisted  men,  and  two  civiliam.* 
and  sailing  in  international  waters  off  the  NorUt 
Korean  coast,  was  confronted  by  a  heavily^ 
armed  North  Korean  patrol  boat  identified  at 
submarine  chaser  No.  35.  i 

The  strict  instructions  imder  which  tW 
Pueblo  was  operating  required  it  to  stay  li' 
least  13  nautical  miles  from  the  North  Koreas 
coast.  While  my  country  adheres  to  the  3-miW 
rule  of  international  law  concerning  territorial 
waters,  nevertheless  the  ship  was  under  ordea 
whose  effect  was  to  stay  well  clear  of  the  12-mila 
limit  which  the  North  Korean  authorities  havt 
by  long  practice  followed. 

The  U.S.S.  Pueblo  reported  this  encounter 
and  its  location  at  the  time  in  the  foUowinf 
words — and  I  wish  to  quote  exactly  what  wai 
reported  by  radio  at  the  time  of  the  encounter—^ 
"U.S.S.  Pueblo  encountered  one  SO-1  da« 
North  Korean  patrol  craft  at  0300Z"— that  i% 
at  12  noon  Korean  time — and  then — I  am  p»% 
peating  its  broadcast — "Position  39-25.2  NL 
127-55.0  EL  DIW."  I  might  explain  that  DlW] 
means  "Dead  in  Water,"  the  standard  terminol- 
ogy meaning  that  all  engines  are  stopped  and 
the  vessel  is  stationary. 
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Now,  with  your  permission,  Mr.  President,  I 
should  like  to  refer  to  this  map  ^  provided  for 
the  convenience  of  the  Council  and  show  the 
exact  location  of  the  Pueblo  as  given  in  these 
coordinates.  If  the  members  of  the  Council  will 
look  at  the  map,  you  will  see  a  number  3  blue. 
Number  3  blue  is  approximately  25  nautical 
miles  from  the  port  of  Wonsan,  It  is  16.3  nauti- 
cal miles  from  the  nearest  point  of  the  North 
Korean  mainland,  on  the  Peninsula  of  Hodo- 
Pando,  and  15.3  nautical  miles  from  the  Island 
of  Ung-Do. 

Now,  at  exactly  the  same  time,  the  North  Ko- 
rean submarine  chaser  No.  35,  which  intercepted 
the  PueblOy  reported  its  own  location  in  the 
number  3  red — and  this  is  a  report  now  from 
the  North  Korean  submarine  chaser  No.  35 
monitored  by  us — and  that  location  was  39  de- 
grees 25  minutes  north  latitude  and  127  degrees 
M  minutes  east  longitude.  You  will  note  the  po- 
sitions. In  other  words,  these  two  reported  posi- 
tions are  within  a  mile  of  one  another  and  show 
conclusively  that  according  to  the  North  Ko- 
rean report,  as  well  as  our  own,  the  Pueblo  was 
in  international  waters. 

The  report  of  its  location  by  the  North  Ko- 
rean craft,  made  by  international  Morse  code, 
was  followed  10  minutes  later  by  the  following 
oral  message  from  the  North  Korean  craft  to  its 
bwe,  and  I  quote  it :  "We  have  approached  the 
target  here,  the  name  of  the  target  is  GER 
1-2." 

Now,  we  talk  about  the  Pueblo,  and  that  is  the 
BMne  by  which  the  ship  is,  of  course,  known. 
Bat  the  technical  name  for  this  ship  is  GER-2, 
•nd  this  name  was  painted  on  the  side  of  the 

The  message  continued,  and  I  again  quote 
™«  Korean  radio  message  in  Korean  words: 
"Get  it?  GER  1-2 :  did  you  get  it?  So  our  con- 
««1  target  is  GER  1-2. 1  will  send  it  again.  Our 
control  target  is  GER  1-2." 

Inasmuch  as  the  location  of  the  Pueblo  is,  of 
•oorse,  a  matter  of  vital  importance,  it  is  im- 
portant to  the  Council  to  know  that  the  in- 
wnnation  available  to  the  United  States  as  re- 
a'v^  ^y  our  vessel  to  our  authorities  and  to 
•"WiNorth  Korean  authorities  as  reported  by  its 
'?*w  and  transmitted  by  its  own  ship  was 
^^*Jally  identical,  with  only  this  small  margin 
j^  difference.  And  interestingly  enough,  the 
''orth  Korean  ship  reported  the  Pueblo  to  be 

*  Not  printed  here. 


about  a  mile  farther  away  from  the  shoreline 
than  the  United  States  fix  of  its  position.  That 
distance  between  the  blue  and  the  red  is  about 
a  mile.  So  you  see,  the  North  Korean  broadcast 
monitored  was  reporting  what  I  have  stated  to 
this  Council. 

Mr.  President,  we  have  numerous  other  re- 
ports during  this  encounter  consistent  with  the 
location  I  have  described.  And  information 
other  than  coordinates  corroborative  of  what  I 
have  said  is  by  voice  monitor;  information  on 
coordinates,  as  I  said,  was  by  international 
Morse  code. 

The  North  Korean  patrol  boat,  having  made 
its  approach,  used  international  flag  signals  to 
request  the  Pueblo^s  nationality.  The  Pueblo^ 
replying  with  the  same  signal  system,  identified 
herself  as  a  United  States  vessel.  The  North 
Korean  vessel  then  signaled :  "Heave  to  or  I  will 
open  fire  on  you."  The  Pueblo  replied :  "I  am  in 
international  waters," 

The  reply  was  not  challenged  by  the  North 
Korean  vessel,  which,  imder  international  law, 
if  there  had  been  an  intrusion — which  there  was 
not — should  have  escorted  the  vessel  from  the 
area  in  which  it  was.  However,  that  vessel  then 
proceeded  for  approximately  an  hour  to  circle 
the  Pueblo^  which  maintained  its  course  and 
kept  its  distance  from  the  shore.  At  that  point 
three  additional  North  Korean  armed  vessels 
appeared,  one  of  which  ordered  the  Pueblo: 
"Follow  in  my  wake."  As  this  order  was  issued, 
the  four  North  Korean  vessels  closed  in  on  the 
Pueblo  and  surrounded  it.  At  the  same  time  two 
MIG  aircraft  appeared  overhead  and  circled 
the  Pueblo.  The  Pueblo  attempted  peacefuUy  to 
withdraw  from  this  encirclement  but  was 
forcibly  prevented  from  doing  so  and  brought 
to  a  dead  stop.  It  was  then  seized  by  an  armed 
boarding  party  and  forced  into  the  North 
Korean  port  of  Wonsan. 

Now,  reports  from  the  North  Korean  naval 
vessels  on  their  location  and  on  their  seizure  of 
the  Pueblo  at  this  point  show  that  the  Pueblo 
was  constantly  in  international  waters. 

At  1 :50  p.m.  Korean  time,  within  a  few 
minutes  of  the  reported  boarding  of  the  Pueblo^ 
North  Korean  vessels  reported  their  position  at 
39-26  NL  128-02  EL,  or  about  21.3  miles  from 
the  nearest  North  Korean  land.  This  is  the  point 
on  the  map  here.  And  we  would  be  very  glad, 
Mr.  President,  to  make  this  map  available  for 
the  records  of  the  Security  Coxmcil. 

Now,  Mr.  President,  I  want  to  lay  to  rest — 
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completely  to  rest — some  intimations  that  the 
Pueblo  had  intruded  upon  the  territorial  waters 
and  was  sailing  away  from  territorial  waters 
and  that  the  North  Korean  ships  were  in  hot 
pursuit.  This  is  not  the  case  at  all,  and  I  shall 
demonstrate  it  by  this  map. 

Now,  we  will  show  by  times  and  the  course 
of  the  vessel  exactiy  what  occurred,  and  you 
will  see  from  this  that  the  location  of  the  Pueblo 
was  constantly  far  away  from  Korean  shores, 
always  away  from  the  12-mile  limit  until  it  was 
taken  into  Wonsan  by  the  North  Korean  vessels. 
The  locations  of  the  Pueblo  are  shown  on  the 
blue  line,  and  the  location  of  the  SO-1  35,  the 
first  North  Koreaiyvessel,  on  the  red  line. 

Now,  the  Pueblo,  far  from  having  sailed  from 
inside  territorial  waters  to  outside  territorial 
waters,  was  cruising  in  an  area — in  this  area — 
and  this  will  be  demonstrated  by  the  time 
sequence — and  when  I  say,  "this  area,"  I  mean 
the  area  that  is  east  and  south  of  any  approach 
to  the  12-mile  limit. 

At  0830  Korean  local  time,  the  Pueblo  was 
at  the  location  I  now  point  to  on  the  map.  It 
had  come  to  that  point  from  the  southeast,  not 
from  anywhere  in  this  vicinity.  And  that  is 
point  1  on  the  map,  so  that  our  record  will  be 
complete.  Point  2  on  the  map  shows  the  posi- 
tion of  the  North  Korean  submarine  chaser  No. 
35  as  reported  by  her  at  10 :55,  and  you  will  see 
that  she  is  close  to — the  North  Korean  vessel, 
not  the  Pueblo — the  12-mile  limit. 

Point  No.  3  is  the  position  reported  by  the 
Pueblo  at  12  o'clock  noon,  and  you  will  see  that 
she  is  a  considerable  distance  from  the  12-mile 
limit,  which  is  the  dotted  line. 

Red  point  No.  3  is  the  position  reported  by  the 
North  Korean  submarine  chaser  No.  35  at  12 
o'clock  noon  when  it  signaled  the  Pueblo  to 
stop.  In  other  words,  this  is  the  position  of  the 
North  Korean  vessel,  this  is  the  position  of  the 
Pueblo ;  and  the  position  of  the  North  Korean 
vessel  that  I  point  to,  the  red  line,  the  position 
reported  audibly  by  the  North  Korean  vessel. 
There  is  very  little  difference  in  these  two 
reports. 

Point  No.  4  is  the  position  reported  by  the 
North  Korean  vessel  at  1350 — 1 :50  p.m. — when 
she  reported  boarding  the  Pueblo.  And  you  will 
recall  that  I  just  told  the  Council  that  the 
Puebh,  seeking  to  escape  the  encirclement,  did 
not  move  in  the  direction  which  would  have 
transgressed  the  12-mile  limit. 

Now,  all  of  this  is  verified  not  by  reports 
solely  from  the  Pueblo ;  all  of  this  is  verified  by 


reports  from  the  North  Korean  vesaek 
were  monitored ;  and  I  think  it  is  a  ver» 
picture  of  exactly  what  transpired.  ^^ 

Here,  too,  Mr.  President,  with  your 
sion,  we  will  make  this  available. 

Mr.  President,  it  is  incontrovertible  fro^l 
type  of  evidence,  which  is  physical  evid^J^ 
international  Morse  code  signals  and  viS!l 
ports,  that  the  Pueblo  when  first  appy* 
and  when  seized  was  in  international 
well  beyond  tlie  12-mile  limit  and  that  the] 
Koreans  knew  this. 


Offense  Against  Inlfiinolkmal  Low 

Further  compoimding  this  offense  agaiMt 
temational  law,  and  the  gravity  of  this 

act,  is  the  fact  that  the  North  Koreans 

intended  to  capture  the  Pueblo,  knowing  tl^ 
was  in  international  waters,  and  force  it  to  tol 
into  the  port  of  Wonsan.  This  aim  is  made  dw 
by  messages  exchanged  among  the  North  Kt 
rean  vessels  themselves  which  we  monitojil 
including  the  following :  "By  talking  this  wn 
it  will  be  enough  to  imderstand  according  h 
present  instructions  we  will  close  down  th 
radio,  tie  up  the  personnel,  tow  it,  and  enti 
port  at  Wonsan.  At  present  we  are  on  our  waytj 
boarding.  We  are  coming  in."  This  is  an  ezad 
voice  broadcast  from  the  ship  which  acknovl 
edges  the  instructions  that  it  was  following 

Now,  Mr.  President,  in  light  of  this,  this  wS 
no  mere  incident,  no  case  of  mistaken  identi^ 
no  casf  of  mistaken  location.  It  was  nothing  \tm 
than  a  deliberate,  premeditated  armed  attack 
on  a  United  States  naval  vessel  on  the  high  seu^ 
an  attack  whose  gravity  is  underlined  by  then' 
simple  facts  which  I  should  now  like  to  sum  opw' 

The  location  of  the  Pueblo  in  intemationil 
waters  was  fully  known  to  the  North  Koreaa 
authorities  since  the  broadcasts  were  not  on^j 
between  its  own  ships  but  were  directed  to  iti 
shore  installations.  , 

The  Pueblo  was  so  lightly  armed  that  tht 
North  Koreans  in  one  of  the  conversations  whiA 
we  have  monitored  even  reported  it  as  unarmed. 

The  Pueblo  was  therefore  in  no  position  to 
engage  in  a  hostile,  warlike  act  toward  the 
territory  or  vessels  of  North  Korea;  and  the 
North  Koreans  knew  this. 

Nevertheless,  the  Pueblo,  clearly  on  the  high 
seas,  was  forcibly  stopped,  boarded,  and  seized 
by  North  Korean  armed  vessels.  This  is  a  know- 
ing and  willful  aggressive  act — part  of  • 
deliberate  series  of  actions  in  contravention  of 
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international  law  and  of  solemn  international 
arrangements  designed  to  keep  peace  in  the  area, 
which  apply  not  only  to  land  forces  but  to  naval 
forces  as  well.  It  is  an  action  which  no  member 
of  the  United  Nations  could  tolerate. 

I  might  add,  in  light  of  the  comments  of  the 
distinguished  Soviet  representative  on  the 
adoption  of  the  agenda,  that  Soviet  ships  en- 
gage in  exactly  the  same  activities  as  the  Pueblo 
and  sail  much  closer  to  the  shores  of  other  states. 
And  one  such  Soviet  ship  right  now  is  to  be 
found  in  the  Sea  of  Japan  and  currently  is  not 
far  from  South  Korean  shores. 

Terrorist  Campaign  Aqainsf  South  Koroc^ 

I  turn  now  to  the  ODher  grave  category  of 
aggressive  actions  taken  by  the  North  Korean 
authorities:  their  systematic  campaign  of  in- 
filtration, sabotage,  and  terrorism  across  the 
armistice  demarcation  line,  in  gross  violation 
of  the  armistice  agreement — not  only  in  the  vi- 
cmity  of  the  demilitarized  zone  but  also  in  many 
cases  deep  in  the  territory  of  the  Republic  of 
Korea — culminating  in  the  recent  raid  against 
the  Capital  City  of  Seoul,  the  Presidential 
Palace,  and  the  person  of  the  President  of  the 
Kepublic. 

The  gravity  of  this  campaign  has  already 
been  made  known  to  the  Security  Council.  Last 
Kovember  2  I  conveyed  to  the  Council  a  report 
from  the  United  Nations  Command  in  Korea,* 
■ttmming  up  the  evidence  of  a  drastic  increase  in 
▼iolations  by  North  Korea  of  the  Korean  Ar- 
mistice Agreement  and  subsequent  agreements 
Pertaining  thereto.  This  report,  Security  Coun- 
ea  Document  S/8217,  noted  that  the  number  of 
nicidents  involving  armed  infiltrators  from 
Worth  Korea  had  increased  from  50  in  1966  to 
*43  in  the  first  10  months  of  1967  and  that  the 
bomber  of  soldiers  and  civilians  killed  by  these 
Difiltrators  had  increased  from  39  in  1966  to 
144  in  the  same  period  of  1967. 

The  further  report  of  the  United  Nations 
Command  for  the  whole  year  1967,  filed  today,' 
■nows  a  total  of  566  incidents  for  1967  and  a 
^1  of  153  individuals  killed  by  the  North 
Korean  infiltrators.  The  United  Nations  Com- 
^*ttd  in  its  report  has  further  pointed  out  that, 
••though  North  Korea  had  refused  all  requests 
^  the  United  Nations  Command  for  investiga- 
****  of  these  incidents  by  joint  observer  teams 

*or  text,  see  Buuletin  of  Nov.  20,  1967,  p.  692. 
»?>^.  doc.  S/8366 ;  for  text,  see  p.  199. 


pursuant  to  the  armistice  agreement,  the  evi- 

ence  that  the  attacks  had  been  mounted  from 
North  Korea  is  incontestable.  This  evidence  is 
subject  to  verification  by  these  reports  which  are 
on  file  with  the  Security  Coimcil. 

The  terrorist  campaign,  Mr.  President,  has 
now  reached  a  new  level  of  outrage.  Last  Sun- 
day, January  21,  security  forces  of  the  Republic 
of  Korea  made  contact  with  a  group  of  some  30 
armed  North  Koreans  near  the  Presidential 
Palace  in  Seoul.  In  a  series  of  engagements  both 
in  Seoul  and  between  Seoul  and  the  demilita- 
rized zone,  lasting  through  January  24,  about 
half  of  this  g^oup  were  killed  and  two  captured. 
It  has  now  been  ascertained  that  the  infiltration 
team  totaled  31  agents,  all  with  the  rank  of 
lieutenant  or  higher,  dispatched  from  the  124th 
North  Korean  Army  Unit;  that  these  agents 
had  received  2  years'  training,  including  2  weeks 
of  training  for  the  present  mission,  in  special 
camps  established  in  North  Korea  for  this  pur- 
pose; and  that  their  assigned  mission  included 
the  assassination  of  the  President  of  the  Repub- 
lic of  Korea. 

I  might  add,  Mr.  President,  that  the  North 
Korean  authorities  make  no  secret  of  the  politi- 
cal strategy  and  motivation  behind  these  at- 
tacks. Their  daily  propaganda  vilifies  the  Gov- 
ernment of  the  Republic  of  Korea  and  denies 
its  very  right  to  exist.  Yet,  Mr.  President,  this 
same  Government  of  the  Republic  of  Korea  is 
recognized  by  77  governments,  is  a  member  of 
numerous  specialized  agencies  of  the  United 
Nations,  and  enjoys  observer  status  at  the 
United  Nations  headquarters. 

Mr.  President,  it  is  obvious  that  this  long 
series  of  attacks  by  North  Korean  infiltrators 
across  the  demilitarized  zone — and  by  other 
groups  of  North  Korean  armed  personnel 
which,  traveling  by  sea,  have  penetrated  into 
even  the  southern  portions  of  South  Korea — has 
steadily  increased  in  its  tempo  and  its  scope 
until  it  threatens  to  undermine  the  whole  struc- 
ture of  the  armistice  regime  under  which  peace 
has  been  preserved  in  a  divided  Korea  for  14 
years. 

In  the  interest  of  international  peace  and  se- 
curity, this  deterioration  cannot  be  allowed  to 
continue.  It  must  be  reversed  promptly.  The 
armistice  agreements  must  be  restored  to  their 
full  vigor,  and  the  weight  of  the  influence  of 
the  Security  Council  must  be  exerted  to  this 
vitally  important  end. 

Mr.  President,  these  are  the  facts  of  the  threat 
to  peace  created  by  North  Korea's  aggressive 
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actions  on  sea  and  land.  With  all  earnestness  I 
ask  the  Security  Council  to  act  firmly  and 
swiftly  to  rectify  this  dangerous  situation  and 
eliminate  this  threat  to  peace.  Despite  the  most 
serious  provocation — a  provocation  which  every 
nation  would  recognize  as  serious  and  danger- 
ous— my  Government  is  exercising  great  re- 
straint in  this  matter.  We  seek  to  give  the  proc- 
esses of  peaceful  action  all  possible  scope.  We 
believe  those  processes  can  work  swiftly  and  ef- 
fectively, if  the  international  community — in- 
cluding the  members  of  this  Council,  individu- 
ally and  collectively — so  wills  it. 

But,  Mr.  President,  these  peaceful  processes 
must  work.  The  present  situation  is  not  accept- 
able, and  it  cannot  be  left  to  drift.  This  great 
and  potent  organizalSon  of  peace  must  not  let 
the  cause  of  peace  in  Korea  be  lopt  by  default  to 
the  highhanded  tactics  of  a  lawless  regime.  Such 
a  course  would  be  an  invitation  to  catastrophe. 

Therefore,  let  the  Security  Council,  with  its 
great  influence,  promptly  and  effectively  help 
to  secure  forthwith  the  safe  return  of  the 
Puehlo  and  her  crew  and  to  restore  to  full 
vigor  and  effectiveness  the  Korean  Armistice 
Agreement. 

Fellow  members  of  the  Security  Council,  we 
have  a  clear  and  urgent  responsibility  under 
the  charter  to  help  keep  the  peace.  I  trust  the 
Council  will  discharge  this  responsibility. 


STATEMENT  OF  JANUARY  27 

U.S./C.N.  press  release  11 


Now,  Mr.  President,  the  Hungarian  represent- 
ative, our  colleague.  Ambassador  [Kdroly] 
Csatorday,  has  reverted  to  the  information- 
gathering  mission  to  which  the  U.S.S.  Puehlo 
was  assigned  when  it  was  illegally  seized  on 
the  high  seas  in  violation  of  all  international 
law.  He  did  so  and  said  that  there  was  some- 
thing illegal  and  heinous  and  improper  about 
this  type  of  activity. 

It  is  a  very  strange  double  standard  that  the 
distinguished  representative  of  Hungary  finds 
that  the  mission  of  the  United  States  ship  to  be 
improper  while  he  is  entirely  silent  about  the 
activities  of  the  Soviet  Union,  which  maintains 
exactly  such  ships  in  close  proximity  to  the 
United  States  and  many  other  countries  of  the 
world.   Soviet  information  ships  performing 


precisely  the  same  functions  are  current]*  €. 
cated  at  numerous  places  in  the  Pacific  and  a 
lantic  Oceans  and  the  Mediterranean  Sai 
near  the  shores  of  a  number  of  countri«L  a* 
the  activities  of  the  Soviet  Union  in  the  8^^ 
Japan  are  by  no  means  novel.  They  are  trfU 
standing.  For  the  last  8  years,  Soviet  im 
gence-gathering  ships  have  patrolled  the  ^_ 
and  coastal  areas  of  the  Sea  of  Japan  collet 
electronic  and  other  information  from  ii^ 
variety  of  sources  and  places. 

Today,  this  very  day,  a  Soviet  vessel  h  % 
erating  in  this  area,  as  I  indicated  yestei 
And  for  the  information  of  the  Hungarian  t^ 
resentative,  the  vessel  is  the  T-48  daa  3 
marine  ship  Gidrolog.  Ambassador  Moitu 
[Platon  D.  Morozov,  representative  of  the  fia 
viet  Union]  will  correct  me  if  my  pronundatSa 
is  wrong.  Now,  this  ship  is  roughly  the  same  in 
as  the  Puehlo.  It  is  even  larger  than  the  standas 
Soviet  trawler  used  for  these  purposes.  It  it  ■ 
840-ton,  220-feet  overall  length,  30-foot 
20-knot  speed,  diesel  engine,  twin-screw 
It  may  be  of  interest  to  members  of  the  O 
to  know  that  such  ships  of  the  Soviet  Navj 
the  Sea  of  Japan  frequently  sail  closer  than 
miles  to  the  shore  of  neighboring  states  in 


Now,  Lord  Caradon  [representative  of 
United  Kingdom],  I  think,  has  helped  Ufl  ii__ 
much  in  this  area  by  pointing  up  the  fact  thflfi 
all  members  of  the  Council  should  support^w 
strict  enforcement  of  the  armistice  agreemew 
And  it  is  precisely  because  the  North  Korett 
authorities  are  not  respecting  the  armistice 
agreement  but  are  violating  the  armistice  agn^ 
ment  that  a  very  grave  threat  to  the  peace  hat 
occurred.  J 

Now,  part  of  the  dif&culty  has  been  that  Uit^ 
machinery  set  up  by  the  Korean  Armistiflt 
Agreement  and  related  agreements,  to  which  th» 
Democratic  People's  Republic  of  Korea  it  £ 
party,  includes  joint  observer  teams  to  inveed* 
gate  complaints  of  violation  of  the  armisdotl; 
Unfortunately,  owing  to  the  adamant  refusal  oH 
the  North  Korean  side,  this  observer  team  ma^, 
chinery  has  been  almost  completely  blodked^ 
from  the  beginning.  And  much  can  be  said  of  tlii 
Military  Armistice  Commission  which  meets  i^ 
Panmunjom.  Specifically,  and  in  line  with  their 
past  performance,  the  North  Korean  side  ii 
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11.  President  Johnson  and  President  Park  Chung  Hee  of  Korea  Confer  at  Hono- 
lulu, Hawaii,  April  1968:  President  Johnson's  remarks  and  a  joint  communi- 
que. Department  of  State  Bulletin,  May  6,  1968 


President  Johnson  and  President  Chung  Hee  Park  of  Korea 
Confer  at  Honolulu,  Hawaii 


tEMARKS  BY  PRESIDENT  JOHNSON  ON  ARRIVAL 

M  HONOLULU,  APRIL  15 

f 

Honolulu  International  Airport 

VUt*  HouM  presi  releaie  (HoDolala,  Hawaii)  dated  April  19 

I  I  Ma  very  grateful  for  your  coming  out  to 
^*«loome  us  to  this  wonderful  State.  During  the 
■J^at  few  weeks  I  have  been  meeting  with  our 
Moior  military  and  diplomatic  officers  from 
Hit-Nam— Ambassador  [Ellsworth]  Bunker, 
leral  [William  C]  Westmoreland  and  his 

)r,  General  [Creighton  W.]  Abrams.' 
I  have  come  to  Hawaii  this  time  principally 
meet  with  President  Park,  the  leader  of  our 
ive  ally  South  Korea.  I  came  a  few  days  early 
Ihat  I  might  review  the  situation  in  Viet- 
with  Admiral  [U.  S.  G.]  Sharp  and  his 
lers  and  with  his  successor  as  Commander 
Chief  of  the  Pacific,  Admiral   [John  S.] 
jCain. 

^bope  that  the  next  President  of  our  country 
■  o«  able  to  come  to  Hawaii  during  his  teim 
solely  in  order  to  discuss  the  peaceful 
tw    >Pnient  of  Asia  and  the  Pacific. 
f«  the  corning  months  I  am  going  to  do  every- 
'nthin  my  power  to  try  to  bring  that 
*nd  to  make  that  possible.  Today,  part 
aearcli  for  peace  lies  through  the  proc- 
•I  diplomacy.  Another  lies  in  the  ability 
*  Allied  forces  to  meet  every  challenge 
^y  confront  them  on  the  battlefield. 
m  Honolulu  we  shall  be  discussing  both 
of  this  search  for  peace  during  the  next 
***ys  when  we  are  here  among  you. 

•«i**?"*'"'*'  "e«  BuLLETUf  Of  Apr.  22,  1968, 
'■•*Apr.  29,  1»68,  p.  549. 


My  friends,  I  thank  you  very  much  for  offer- 
ing 113  once  again  the  hospitality  that  is  so  much 
a  part  of  the  Hawaiian  tradition.  I  always  en- 
joy coming  here. 

Thank  you. 

lolani   Palaco 

White  Honae  press  release  (HodoIuId,  Hawaii)  dated  April  10 

With  a  greeting  such  as  this  from  people  such 
as  you,  I  am  almost  inclined  to  reassess  my 
decision  to  go  home  on  next  Thursday.  I  have 
been  tempted  many  times  to  come  here  to  Hawaii 
and  to  stay.  There  are  few  places  in  our  country 
that  can  mat-ch  the  natural  beauty  of  Hawaii, 
the  cordiality  of  its  people,  the  harmony  of  its 
many  races,  its  great  economic  potential,  and  by 
no  means  least,  the  quality  of  its  Governor,  its 
congressional  delegation,  and  its  public  officials. 

My  friends,  I  have  come  back  to  Hawaii  to 
meet  with  a  leader  of  one  of  America's  bravest 
allies — President  Park  of  South  Korea.  I  have 
come  to  review  the  military  situation  in  South 
Viet-Nam  with  Admiral  Sharp  and  with  his 
successor  Admiral  McCain. 

During  the  next  few  days  we  shall  be  dis- 
cussing our  goal  of  peace  in  Asia.^  And  we  shall 
be  discussing  the  twin  paths  we  are  taking  to 
reach  that  goal :  the  path  of  diplomacy  and  the 
path  of  military  preparedness. 

We  shall  be  discussing  our  diplomatic  initia- 
tive in  seeking  talks  with  North  Viet-N^im.  We 
shall  be  discussing  the  readiness  of  oup  AlUed 
forces  to  meet  every  challenge  on  the  b?ittle'fleld 
of  South  Viet-Nam.      ^  .     ,.,   !<  t     -!    ; 

Both  of  these  patha^e^sientiai  to  our,  quest 
for  an  honorable  arid  secure,pea<^  in  ^oaifi  Yiei- 
Nam. 
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I  know  how  concerned  you  are,  as  I  am,  that 
this  time,  after  years  of  fruitless  pauses  and 
proposals,  the  two  sides  may  get  down  to  serious 
talks  about  ending  this  brutal  war. 

I  announced  2  weeks  ago  that  we  would 
sharply  limit  our  bombing  of  North  Viet- Nam 
and  that  we  were  wiUing  to  meet  at  any  suitable 
place  to-  begin  talks.*  Very  promptly  we  pro- 
posed four  neutral  sites — Vientiane,  Rangoon, 
Djakarta,  and  New  Delhi — where  both  sides 
have  representatives  and  adequate  conmiunica- 
tions. 

All  of  these  are  readily  accessible  to  Hanoi. 
All  of  these  are  located  in  the  regions  which  have 
the  most  direct  and  vital  interest  in  the  achieve- 
ment of  a' stable  peace. 

Hanoi  nas  given  us  two  messages  and  has  sug- 
gested two  locations-  We  have  responded  by 
pointing  out  certain  obvious  reasons  why  each 
of  the  two  sites  was  not  suitable.  As  of  now  we 
have  had  no  response  or  comment  from  Hanoi, 
other  than  radio  statements,  about  any  one  of 
the  locations  that  we  have  suggested. 

For  us,  this  is  not  a  propaganda  exercise.  We 
have  sent  serious  and  considered  messages  aimed 
at  bringing  about  the  earliest  possible  contact 
Ambassador  [W.  Averell]  Harriman  and  Am- 
bassador [Cyrus  R.]  Vance  are  ready.  What  is 
needed  today  is  an  equally  serious  reply  react- 
ing to  our  proposals  for  neutral  sites  or  offering 
additional  suggestions  of  neutral  capitals 
where  both  of  us  have  representatives  and 
communications. 

It  is  now  2  long  weeks  since  I  restricted  our 
bombing  and  urged  North  Viet-Nam  to  come  to 
the  conference  table. 

We  are  eager  to  get  on  with  the  task  of  peace- 
making. Precious  time  is  being  lost.  Asians  and 
Americans  alike  are  ready  to  let  diplomacy  go 
to  work — now — without  any  further  delay. 

There  will  come  a  time — and  I  am  sure  of  it — 
when  the  guns  will  be  silent  in  Viet-Nam,  when 
Asians  will  know  not  only  peace  but  freedom  to 
manage  their  own  affairs,  when  the  realities  of 
Asia's  prosperity  match  the  richness  of  Asia's 
jKitential. 

We  have  contributed  much  to  bringing  that 
day  nearer,  and  we  and  the  world  will  gain 
from  it  the  only  prize  worth  gaining:  security 
for  ourselves  and  our  children,  the  chance  to 
Ije  free,  the  chance  to  live  in  peace. 

'For  President  Johnson's  address  to  the  Nation  on 
Mar.  31.  see  ibid.,  Apr.  15. 1968,  p.  481. 


I  know  that  many  sons  of  these  isl&nda 
paid  the  price  of  freedom  in  this  confli't 
others  before  it  If  we  are  steady  now  in** 
quest  for  an  honorable  settlement,  we 
redeem  their  sacrifice  in  a  great  Pacific  at 
with  itself  and  with  ail  others. 

Thank  you,  my  dear  friends  in  Hawaii, 
your  warmth,  for  your  hospitality,  and  fon 
contribution  to  a  great  Nation. 


MEETING  WITH   PRESIDENT  PARK, 
APRIL  17 


Remarks  by  President  Johnson 
at  the  Korean  Consulate 

White  House  press  release  (Honolaln,  HawaU)  dated  AprQ  « 

I  am  delighted  to  be  able  to  join  Presideq 
Park  on  this  occasion,  not  only  because  I  wid 
to  share  his  pleasure  in  this  meeting  but 
cause  this  occasion  tells  us  so  much  of  our  pta 
and  our  future.  Today  we  had  a  most  pleasai^ 
and  productive  discussion. 

When  I  say  "us,"  I  mean  all  the  peoples  ol 
tlie  Pacific,  who  are  determined  to  live  as  ind» 
pendent  nations  and  free  human  beings. 

You  Americans  here  tonight  of  Korean  dfr 
scent  know  that  this  State  has  demonstrated  t< 
the  rest  of  our  Union — and  to  the  entire  worl 
for  that  matter — that  America's  concern  for 
human  dignity  reaches  out  across  the  Pacifie 
as  well  as  across  the  Atlantic. 

Our  ties  across  the  Pacific  go  back  a  long 
way — at  least  a  century  and  a  quarter — to  the 
time  when  we  became  involved  in  China  and 
then  a  little  later  in  Japan.  But  it  is  only  in 
the  past  27  years  that  we  have  learned  that  the 
destiny  of  the  United  States  is — once  and  for 
all — bound  up  with  the  fate  of  the  peoples  of 
Asia  and  the  Pacific 

Until  the  end  of  the  Second  World  War,  we 
in  America  gave  little  thought  to  the  history 
and  the  problems  of  our  neighbors  in  Korea. 
Then,  suddenly,  we  found  ourselves  caught  up, 
as  we  have  with  many  other  peoples,  in  Korea's 
emergence  from  colonialism  to  independence. 

Through  no  fault  of  their  own,  the  people 
of  Korea  have  had  to  bear  more  suffering  and 
challenge  than  any  other  nation  emerging  from 
colonialism — with  the  possible  exception  of  the 
I>eople  of  Viet-Nam. 

Together  we  have  seen  through  a  terrible  war 
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and  a  period  of  uncertainty  and  confusion.  To- 
gether we  have  had  the  privilege  of  sharing  in 
the  adventure  of  a  new  nation  moving  forward 
in  a  miracle  of  progress. 

These  ties,  these  memories,  are  important. 
They  are  as  much  a  part  of  our  history  as  they 
are  of  Korea's. 

But  equally  important  is  the  fact  that  this 
new  nation  and  this  free  South  Korea,  of  whom 
President  Park  is  the  spokesman — and  a  very 
•ble  one — is  now  helping  to  build  a  new  struc- 
ture of  cooperation  in  Asia. 

As  we  face  now  in  Viet-Nam,  hopefully,  a 
movement  from  war  to  peace,  I  wish  to  tell  aU 
of  you,  my  fellow  citizens — and  you,  my  dear 
friuid  President  Park — what  I  deeply  believe. 

I  deeply  believe  that  this  nation  will  continue 
to  play  its  part  in  helping  to  protect  and  to  de- 
velop the  new  Asia. 

I  deeply  believe  that  my  successor,  whoever 
he  may  be,  will  act  in  ways  that  Will  reflect 
America's  abiding  interest  in  Asia's  freedom 
•nd  in  Asia's  security. 

The  commitments  of  America  in  Europe  and 
Asia — all  made  by  Congresses  and  Presidents 
before  my  administration — are  colorblind.  They 
mn  with  the  security  of  the  Nation  and  with 
oar  basic  human  values.  They  will  remain  firm 
in  the  years  ahead.  Because  we  know  that  peace 
imong  our  neighbors  of  Asia  is  just  as  impor- 
tant to  America  as  peace  among  our  neighbors 
in  Europe.  Dignity,  independence,  and  freedom 
*re  universal  aspirations  of  men — East  and 
West,  North  and  South. 

The  days  are  long  gone  when  Americans 
Qonld  say  that  Asians  are  not  our  kind  of 
People.  People  who  love  peace  and  freedom, 
•hatever  their  color  or  their  religion  or  their 
national  origin,  are  our  kind  of  people.  The 
«ght  against  racism  and  bigotry  knows  no  in- 
ternational dateline. 

,  We  ynsh  to  see  Asia,  like  Europe,  take  an 
^creasing  responsibility  for  shaping  its  own 
^•stiny.  And  we  intend  and  we  mean  to  help  it 
*>  so. 

We  look  eagerly,  even  impatiently,  to  the  day 
^J'wi  the  real  battle  of  Asia  can  be  joined  with 
•Q  of  our  resources: 

^7~"The  struggle  against  poverty  and  hunger, 
fluteracy  and  disease; 

^    To  increase  the  snpply  of  food  and  to  assist 

t*iose  who  are  trying  to  plan  the  size  of  families ; 

~~-To  exploit  to  the  hilt  the  fantastic  possi- 


bilities for  developing  the  Mekong  Valley,  and 
all  the  other  great  conservation  works  of  this 
continent. 

In  these  works  of  peace  the  United  States  of 
America  will  take  its  fair  share  along  with  the 
other  responsible  nations  of  the  industrial 
world. 

And  in  their  benefits  all  the  nations  of  South- 
east Asia  should  participate,  not  just  our  present 
allies  but  North  Viet-Nam  and  all  human  be- 
ings in  that  great  region  who  long  for  freedom 
and  dignity  and  liberty. 

America  will  remain  the  friend  and  the  ally 
and  the  partner  of  Europe.  But  America  will 
also  remain  the  friend  and  the  ally  and  the 
partner  of  free  men  in  Asia. 

This  is  my  faith-  This  is  my  belief.  This  is  my 
judgment. 

I  came  here  tonight  to  salute  that  great  and 
gallant  leader  of  the  Korean  people,  whose 
friends  of  Korean  descent  have  gathered  here, 
to  say  that  we  applaud  your  leadership,  we  ad- 
mire your  progress,  and  we  in  America  feel  that 
we  are  not  only  an  Atlantic  nation  but  we  are 
equally  a  Pacific  nation. 

In  this  part  of  the  world,  almost  two-thirds 
of  all  humanity  live.  If  that  is  what  we  are  in- 
terested in — and  that  is  all  that  really  justifies 
our  survival,  a  desire  to  better  humanity — if 
that  is  what  we  are  interested  in,  it  is  going  to 
take  at  least  more  than  half  of  our  efforts,  and 
we  pledge  to  you  sincerely  tonight  those  efforts. 

Good  night  and  God  bless  you. 

U.S.— Korea  Joint  Communique 

White  House  press  release  (Honolalu,  HawaU)  dated  April  17 

At  the  invitation  of  President  Lyndon  B. 
Johnson  of  the  United  States,  President  Chimg 
Hee  Park  of  the  Republic  of  Korea  visited 
Honolulu  on  April  17  and  18  to  exchange  views 
on  the  current  international  situation  and  mat- 
ters of  common  interest  and  mutual  concern. 

Korean  SrruATiON 

The  two  Presidents  reviewed  in  detail  the 
serious  threat  to  the  security  of  the  Republic  of 
Korea  and  to  peace  in  East  Asia  resulting  from 
the  increasingly  belligerent  and  aggressive  ac- 
tions of  the  north  Korean  commujiists  during 
the  past  eighteen  months,  including  the  attack 
directed  at  the  official  residence  of  the  President 
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of  the  Rfipublic  of  Korea  and  the  seizure  of 
U.S.S.  Pueblo  in  international  waters  in  Janu- 
ary. They  reviewed  the  plans  of  their  two  gov- 
ernments for  dealing  with  the  grave  situation 
created  by  these  north  Korean  acts  of  aggres- 
sion. President  Park  expressed  his  deep  sym- 
pathy for  the  families  and  relatives  of  the  crew 
of  the  U.S.S.  Pueblo  and  sincerely  hoped  that 
they  will  soon  .regain  their  freedom  from  the 
hands  of  the  north  Korean  communists. 

The  two  Presidents  agreed  that  further  ag- 
gressive actions  by  the  north  Korean  commu- 
nists would  constitute  a  most  grave  threat  to 
peace.  In  that  event,  their  two  governments 
would  inmiediately  determine  the  action  to  be 
taken  to  meet  this  threat  under  the  Mutual  De- 
fense Treaty  between  the  United  States  and  the 
Republic  of  K^rea.  In  accordance  with  this 
Treaty  President  Johnson  reaffirmed  the  readi- 
ness and  determination  of  the  United  States  to 
render  prompt  and  effective  assistance  to  repel 
armed  attacks  against  the  Republic  of  Korea. 

President  Johison  reaffirmed  the  adherence 
of  his  government  to  the  Joint  Policy  Declara- 
tion which  was  signed  on  July  27,  1953  by  the 
sixteen  nations  which  supported  the  Republic 
of  Korea  during  the  Korean  Wax.' 

The  two  Presidents  reviewed  the  extraordi- 
nary measures  which  have  been  taken  to 
strengthen  Korean  and  American  forces  in  the 
Republic  of  Korea.  They  agreed  that  these  ef- 
forts should  be  continued  in  order  that  the 
Armed  Forces  of  their  countries  would  be  able 
tx)  deal  effectively  and  swiftly  with  all  contin- 
gencies in  Korea. 

The  two  Presidents  recognized  the  need  for 
strengthening  security  of  the  Republic  of  Ko- 
rea as  important  not  only  for  Korea  but  for  the 
security  of  the  general  area.  President  Johnson 
recognized  the  need  for  continuing  moderniza- 
tion of  the  armed  forces  of  the  Republic  of  Ko- 
rea and  the  two  Presidents  reviewed  the  contri- 
bution which  U.S.  military  assistance  would 
make  to  such  modernization  and  to  the  strei^;th- 
ening  of  the  effective  coomter-infiltration  pro- 
grams which  have  already  been  developed  by 
the  Republic  of  Korea.  They  agreed  that  the  first 
meeting  between  their  respective  Defense  Min- 
istries at  ministerial  level  should  be  held  in 
Washington  in  May  to  discuss  and  deliberate 
these  matters  further. 

President  Park  outlined  and  discussed  the 
various  measures  being  taken  by  his  government 
to  ensure  public  safety  and  to  thwart  north  Ko- 


rean attempts  at  infiltration  and  sabotac*  i»^ 
ident  Johnson  expressed  his  satisfactions 
and  support  for  those  measures,  inclodin^S 
organization  of  the  Homeland  Reservep 
which  he  felt  were  wise  and  far-seeing       ^'^ 
President  Johnson  expressed  his  admi,^ 
for  the  rapid  economic  progress  of  ttieluS 
lie  of  Korea,  which  has  continued  withoot^*'^ 
despite  the  attempts  of  the  north  Korean  r 
to  disrupt  public  order  and  confidence  a 

South.  The  two  Presidents  agreed  that  cm_ 

ued  private  investment  from  the  United  sS* 
and  other  friendly  countries  was  desirable*^ 
should  be  encouraged. 


Vietnam 

The  two  Presidents  reviewed  in  detail  theatfl 
ation  in  South  Vietnam  where  Korean  iJ 
American  forces  are  fighting  shoulder-to-shS 
der  to  assist  the  Republic  of  Vietnam  to  defS 
against  aggression  and  to  assure  the  right^ 
the  South  Vietnamese  people  to  determine  thv 
own  future  without  external  interference  ortm 
rorist  pressure.  ^ 

The  two  Presidents  noted  the  vigorous  i^ 
tions  taken  by  the  South  Vietnamese  Got«^ 
ment  to  strengthen  and  increase  its  armed  foit2 
and  to  improve  government  effectiveness.      "A 

The  two  Presidents  agreed  that  the  commo^ 
goal  of  an  honorable  and  secure  peace  requinA 
the  earnest  pursuit  of  a  diplomatic  solutioS 
coupled  with  continued  resolution  and  militaiy 
firmness.  They  expressed  the  policy  of  thaqr 
governments  to  sustain  their  efforts  to  meet  tW 
requirements  of  the  struggle  in  all  respects  n^ 
til  peace  is  attained.  % 

President  Johnson  reviewed  the  development 
in  the  past  two  weeks,  initiated  by  his  decisioo— 
in  consultation  with  the  Republic  of  Vietntm 
and  with  the  nations  contributing  militaiy 
forces  to  its  support — to  reduce  the  area  «rf 
bombing  in  North  Vietnam.  President  Park  ex- 
pressed his  satisfaction  with  these  developmenla 

President  Johnson  explained  in  detail  the  con 
rent  status  of  efforts  to  set  a  time  and  place  for 
early  contacts  between  American  and  Noith 
Vietnamese  representatives.  He  reviewed  wiUl 
President  Park  the  position  that  American  rep- 
resentatives would  take  in  contacts,  reaffirming 


'  For  text  of  the  declaration,  which  is  included  la 
the  foreword  of  a  special  report  of  the  Unified  Qam- 
mand  on  the  armistice  in  Korea,  see  ibid.,  Ang.  24, 1SSI> 
p.  247. 
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that  the  United  States  Government  would  con- 
tinue to  consult  fully  with  the  Republic  of  Ko- 
rea and  other  allies  concerning  negotiating 
developments  and  positions  to  be  taken  on  the 
allied  side  at  each  stage. 

Looking  forward  to  their  common  hope  that 
serious  talks  on  the  substance  of  peace  could  be- 
gin in  the  near  future^  the  two  Presidents  re- 
tfllrmed  that  the  allied  position  would  continue 
to  be  based  on  the  Manila  Communique  of  1966.* 

The  two  Presidents  also  reaffirmed  the  po- 
sition stated  in  the  Seven-Nation  Foreign  Min- 
isters Meeting  of  April  1967  "—that  a  settle- 
ment in  Vietnam,  to  be  enduring,  must  re- 
spect the  wishes  and  aspirations  of  the  Vietnam- 
ese people ;  that  the  Republic  of  Vietnam  should 
be  a  full  participant  in  any  negotiations  de- 
signed to  bring  about  a  settlement  of  the  con- 
flict; and  that  the  allied  nations  which  have 
helped  to  defend  the  Republic  of  Vietnam 
should  participate  in  any  settlement  of  the 
conflict. 

Ajsia  and  the  Pacific 

President  Park  highly  commended  the  great 
role  and  persistent  efforts  of  the  United  States 
to  bring  about  freedom,  peace  and  prosperity  in 
Asia  and  the  Pacific.  He  expressed  his  convic- 
tion that  a  continued  United  States  presence  in 
this  region  is  essential  to  a  just  and  lasting 
peace. 

President  Johnson  expressed  determination 
that  the  United  States  should  continue  its  ef- 
forts for  stability  and  security  in  the  region,  in 
•ooordance  with  the  desires  and  aspirations  of 
Asian  peoples  themselves. 

In  this  regard,  the  two  Presidents  reaffirmed 
their  commitment  to  the  "Declaration  on  Peace 
•nd  Progress  in  Asia  and  the  Pacific" "  issued 
*t  the  Summit  Conference  in  Manila  in  Octo- 
ber, 1966. 

Conclusion 

^Pf'sident  Park  expressed  his  deep  apprecia- 
7°J  to  President  Johnson  and  to  the  Governor 
Jlja  ddzens  of  Hawaii  for  the  warmth  of  their 
2**ption  and  for  the  many  courtesies  extended 
**  him  during  the  visit. 

•or  text  of  a  commnnlqne  issued  at  the  close  of  the 


on  meeting  on  Apr.  21, 1967,  see  ibid.,  May  16, 
'or  text,  see  ibid.,  Nov.  14, 1966,  p.  734. 
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12.  Report  of  the  United  Nations  Command  to  the  United  Nations  concerning 
North  Korean  attacks  against  South  Korea,  Department  of  State  Bulletin. 
October  3,  1968 


TEXT  OP  REPORT 


Befokt  of  ths   UirxTED  Natioits  (Dommard  to  thb 
United  Nations 

The  Government  of  the  United  States,  representing 
the  United  Nations  Comroand  in  Korea,  deems  it  neces- 
sary to  submit  this  special  report  of  the  United  Nations 
Command  to  caU  the  attention  of  the  Security  Council 
to  the  recent  grave  and  serious  violations  by  North 
Korea  of  the  Military  Armistice  Agreement  of  27  July 
1953  and  subsequent  agreements.  Far  from  having  made 
any  attempt  to  stop  serious  violations  since  the  last 
United  Nations  Command  report  issued  on  November  2, 
1967,  North  Korea  has  continued  to  infiltrate  armed 
agents  into  the  Republic  of  Korea  for  the  purpose  of 
setting  ambushes  and  performing  raids  in  and  near 
the  demilitarized  zone  and  engaging  in  subversive  ac- 
tivities throughout  the  country.  The  most  recent  inci- 
dents, however,  are  of  such  magnitude  as  to  create 
a  grave  threat  to  the  maintenance  of  international 
peace  and  security. 


Attempted  Assassination  of  the  President 
of  the  Republic  of  Korea 

On  18  January  of  this  year  the  North  Korean  regime 
dispatched  a  specially  trained  team  of  31  agents  armed 
with  submachine  guns,  grenades  and  explosives  through 
the  demilitarized  zone  into  the  Republic  of  Korea  with 
orders  to  attack  the  residence  of  the  President  of  the 
Republic  of  Korea  in  Seoul  and  to  assassinate  President 
Chung-Hee  Park.  This  team  of  commando-trained  as- 
sassins penetrated  to  the  very  outaicirts  of  the  city  of 
Seoul  before  the  warnings  of  local  citizens  and  the 
actions  of  the  national  police  thwarted  their  attempt 
on  the  President's  life.  The  team  had  reached  within 
800  meters  of  the  President's  residence  when  halted^. 

During  their  progress  south  through  the  territory 
of  the  Republic  of  Korea,  the  North  Korean  agents  held 
four  civilians  prisoner  for  five  hours.  During  this  time, 
the  North  Koreans  interrogated  the  civilians  and 
threatened  their  lives  and  their  village,  should  they  in- 
form the  authorities  of  the  presence  of  armed  North 
Korean  agents.  Despite  these  threats,  the  four  civilians 
promptly  reported  the  encounter  to  the  authorities  of 
the  Republic  of  Korea. 

Through  interrogation  of  a  captured  agent  it  was 
learned  that  the  members  of  this  team  had  been  espe- 
cially recruited  from  units  of  the  North  Korean  army 
and  trained  for  two  years  for  missions  of  this  type 
and  for  two  weeks  for  this  specific  mission  of  assas- 
sination and  terror.  This  single  agent  also  had  knowl- 
edge of  2,400  similar  agents  being  trained  In  eight 
specialized  campS'thronghout  North  Korea  to  deliber- 
ately attack  the  Republic  of  Korea. 

On  January  22  a  loudspeaker  broadcast  by  the  North 
Koreans  in  the  DMZ  boasted  that  "the  North  Korean 
combat  unit  advanced  from  Kwung-Bok  to  Sudae-Mun. 
The  unit  killed  a  Korean  national  policeman  and  the 
Chief  of  Police  and  destroyed  four  military  trucks  .  .  . 
The  combat  unit  escaped  from  Park's  clique  and  con- 
tinued their  mission."  However,  by  January  24th  North 
Koreans  had  noticed  their  mistake  and  re-established 
their  usual,  improtfable  story  that  "the  South  Korean 
armed  guerrillas  attacked  the  desperately  resisting 
enemies  in  Seoul." 

As  a  result  of  this  initial  attack,  and  other  attacks 
by  armed  aggressors  from  North  Korea,  18  military 
and  civilian  persons  were  killed  and  39  wounded  by 
North  Korean  infiltrators,  as  shown  by  the  followjng 
table  of  incidents  and  casualties : 


Incidents  and  Casualties 


Jan.  1- 
OeOO.  Jan.  t6,      Oct.    18.   1967- 
1968  Dee.  SI.  1961 

Significant  Incidents, 

DMZ  Area  19  22 

Significant  Incidents, 

Interior  of  ROK  22  1 

Exchanges  of  Fire, 

DMZ  Area  8  5 

Exchanges  of  Fire, 

Interior  of  ROK  17  1 

Casualties,  North  Korean 

Killed  Within  ROK  21  4 

Casualties,  North  Korean 

Captured  Within  ROK  1  7 

UNO  Military  Casualties, 

Killed  Within  ROK  11  9 

UNC  Military  Casualties, 

Wounded  Within  ROK  35  15 

ROK  National  PoUce 

and  other  Civilians 

KiUed  Within  ROK  7  0 

ROK  National  Police 

and  other  ClvIUans 

Wounded  Within  ROK  4  q 

The  above  figures,  taken  together  with  those  i^i 
talned  in  the  last  Report  of  the  United  Natlona  fvS 
mand  issued  November  2, 1967,  show  that  In  the  ^^^ 
year  1967  North  Korea  caused  566  significant  Inc^^Sl 
In  which  153  individuals  were  kUled  by  North  ^mS 
infiltrators.  ^ 


Conclusions 

The  fact  that  this  type  of  "porous  war"  has  b^ 
planned  and  directed  from  the  highest  level  of^S 
North  Korean  regime  has  been  illustrated  on  mJ^ 
occasions  by  constant  reference  to  these  ag 
policies  by  leaders  of  the  regime.  The  most  recent,  i 
blatantly  open  statement  of  this  intentional  ag 

was  in  the  December  16,  1967  speech  by  the      

Premier,  H-Sung  Kim,  who  said  "the  northern  haV 
of  the  Republic  is  the  revolutionary  base  for  acca«, 
pushing  the  cause  of  national  liberation  on  a  nation 
wide  scale"  and  who  expects  his  people  to  "accompU^ 
the  revolutionary  cause  of  unification  of  the  coontiT 
at  all  costs."       ^ 

When  the  United  Nations  Command,  In  an  attempt  % 
negotiate  this  serious  problem  as  prescribed  by  *% 
Military  Armistice  Agreement  and  to  restore  peace  tat 
security  to  the  area,  raised  the  issue  at  the  26l8t  meo^ 
ing  of  the  Military  Armistice  Commission  on  Janiuiy 
24,  1968,  the  Representative  of  the  North  Korean  tUii 
refused  to  address  the  incident  in  a  serious  and  reapos. 
sible  manner.  Concrete  evidence,  including  a  fllmaj 
interview  of  the  captured  North  Korean  agent  aal 
large  quantities  of  North  Korean  arms  and  munltlm^ 
was  dismissed  by  the  Representative  of  North  Eofm 
wJio  claimed  the  attack  on  Seoul  was  perpetrated  ly 
South  Korean  citizens.  In  actual  fact,  the  success  of 
defensive  measures  taken  by  the  Government  of  ttN 
Republic  of  Korea  was  In  large  part  due  to  the  wbol^ 
hearted  cooperation  and  participation  of  private  Sootk 
Korean  citizens.  This  report  clearly  shows  that  Nortk 
Korea  is  carrying  out  a  program  In  deliberate  viola* 
tion  of  the  Armistice  Agreement  The  North  Koreau 
have  continued  to  refuse  to  cooperate  in  using  tht 
machinery  established  by  the  Armistice  Agreement  foe 
the  purpose  of  supervising  the  Armistice  Agreemoi^ 
making  efforts  to  effect  redress  through  this  i 
80  far  futile. 
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13.  Senator  Mansfield's  remarks  on  *Tresi''ent  Niv^^^'s  TV?n  Abroad/*  Congres- 
sional Record,  July  28,  1969,  pp.  S8636-S8640 


NIXON'S  TRIP  ABROAD 

Mr.  MANSFIELD.  Mr.  President.  I 
ive  had  the  opportunity  to  read  the 
ccerpts  from  the  unofficial  account  of 
President  Nixon's  meeting  with  reporters 
in  Guam  as  published  in  the  New  York 
Times  on  Saturday.  July  26.  1969.  I  must 
say  that  this  unofficial  account,  allied 
with  the  evangelistic  fervor  the  President 
displayed  In  explaining  the  purposes  of 
his  trip  to  Asia  and  iurope  to  the  joint 
leadership  last  Tue  (  ay.  gave  me  cause 
for  hope  and  good  i  i  aspects  for  the  fu- 
ture of  our  foreign  'llcy  in  Asia.  What 
the  President  Is  seel  i  \g  to  achieve.  I  be- 
lieve, is  time  to  reas.  (  ;s  U.S.  foreign  pol- 
icy, to  do  so  on  a  1( !  g-range  basis,  and 
not  to  become  capt:  \  ;  to  the  shifts  and 
turns  of  the  momeni. 

The  President  Is  moving  with  caution 
and  consideration  but  also  with  a  sense 
of  reality  based  on  the  changes  which 
have  occurred  on  this  globe.  He  is  not 
advocating  isolationism,  nor  is  he  ad- 
vocating the  abandonment  of  Asia. 

In  his  candid  statements,  both  in  this 
country  and  In  Guam,  he  has  emphasized 
that  the  United  States  is  a  Pacific  power 
with  peripheral  interests  on  the  Asian 
mainland. 

The  first  two  steps  on  the  journey  of 
understanding  were  in  the  Philippines 
and  Indonesia,  two  nations  which  are 
primarily  Pacific  powers  but  with  greater 
Interests  on  the  Asian  mainland  than 
the  United  States.  What  the  President 
has  done,  In  short.  Is  to  signal  the  less 
likelihood  of  American  participation  In 
wars  on  the  Asian  mainland  In  the  fu- 
ture. The  President  has  also  encouraged 
the  Asian  nations  to  depend  more  on 
themselves  in  both  internal  security  and 
military  defense  which,  to  me,  seems  to 
be  a  sound  long-range  policy.  In  short, 
what  the  President  has  stated  broadly 
and  plainly  is  continued  support  for  the 
nations  of  Asia  but  with  greater  Asian 
participation  and  responsibility. 

He  has  outlined  a  lessening  in  mili- 
tary aid  programs  and  a  greater  em- 
phasis on  economic  cooperation.  His  in- 
tent, I  believe,  is  to  avoid  future  Viet- 
nams  but,  at  the  same  time,  to  render 
what  assistance  is  feasible  and  possible 
to  the  nations  of  Asia  so  that  they  can 
achieve  economic  and  political  stability 
and  thereby  be  able  to  look  after  their 
own  interests  in  a  more  strengthened 
fashion.  The  key  words  in  our  relations 
with  these  countries  would  be  equality, 
understanding,  and  mutual  cooperation. 
U.S.  Influence  in  the  Pacific  would  be,  if 


"1  understand  the  President's  remarks 
correctly,  one  of  balance  throughout  the 
area  and  not  of  primaiy  responsibility, 
except  in  our  own  territorial  areas.  Per- 
haps the  President's  position — and  he 
speaks  for  all  of  us — can  best  be  stated 
In  the  remarks  he  made  in  Manila  on 
July  28,  when  he  said: 

The  United  States  will  play  Ita  part  and 
provide  Its  fair  share,  but  peace  In^Asla  can- 
not come  from  the  United  States.  It  must 
come  from  Asia.  The  people  of  Asia,  the  gov- 
ernments of  Asia,  they  are  the  ones  who 
must  lead  the  way  to  peace  In  Asia. 

The  President  has  been  candid  and 
forthright  in  recognizing  that  changes 
have  occurred  In  the  world,  that  old  line 
policies  may  well  have  lost  their  effective- 
ness, and  that  as  the  world  changes,  we 
must  change  with  It.  • 

On  his  trip  the  President  is  visiting  old 
friends  and  renewing  visits  to  countries 
which  he  has  visited  many  times  be- 
fore. We  wish  him  well  on  his  visits  to 
Thailand.  India,  Pakistan,  and  Romania; 
and  we  want  him  to  know  that  he  has 
our  full  support  on  the  basis  of  what  he 
has  said  In  Guam  and  restated  in  the 
Philippines  and  Indonesia. 

We  are  veiy  plefised  with  the  turnouts 
which  have  come  out  to  grert  his  as 
the  Chief  of  State  of  this  Nation,  and 
'  we  look  foiv^^rd  with  anticipation  to  his 
report  to  the  American  people  on  his 
return. 

Mr.  President,  1  ask  unanimous  con- 
sent that  the  article  previously  referred 
to  be  printed  at  this  point  in  the  RrcoRo. 

There  being  no  objection,  the  article 
was  orderedJ^oJ>e"i7rtTTte"Jlrrthe>Kj;£ORD. 
as  follow»r^        '^  ^^^^ 

I  From  ^he  New  York  Times,  July  2G,   1969i.^ 
Excerpts     Fi??5TO"  ■UNOKPiciXr     Ait'^ov-nt'^p 
President  Nixon's  Meeting  With  Reporters 

(Note. — Exrerpts  from  an  imofT.clal  ac- 
count of  President  Nixon's  informal  news 
conference  tx^day  during  his  stopover  on 
Guam.  Mr.  Nixon  spoke  for  publication  but 
stipulated  that  he  not  be  quoted  directly.) 

Manila,  July  25. — The  President  said  ne 
had  seen  some  speculation  about  changes  in 
his  itinerary  and  added  that  he  had  no  pres- 
ent plans  to  go  to  Vietnam.  But,  he  snid,  Am- 
bassador Ellsworth  Bunker  will  be  coming  to 
Bangkok  along  vith  the  .imbassad-rs  from 
the  other  Asian  countries  that  he  will  not  be 
visiting,  and  he  Intends  to  have  a  conversa- 
tion with  him  there,  wWch  will  be  apart  from 
the  conversation  he  will  have  with  the  other 
ambassadors. 

There  is  also  a  posr,ibinty  that  Gen.  Crelgh- 
ton  W.  Abrams  will  be  able  to  go  with  the 
Ambassador  Bunker  to  Bangkok  for  that 
meeting,  Mr.  Nixon  said. 
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Now,  Insofar  as  this  phase  of  the  trip  was 
concerned,  and  he  said  he  would  speak  first 
to  the  Asian  phase* and  then  later  and  briefly 
to  the  Runianian  phase,  he  thought  that  the 
baclcgrounders  and  the  general  statements 
that  have  been  made  from  the  State  Depart- 
ment  had  covered  it  pretty  well.  He  thought 
what  would  be  of  greatest  interest  before 
questions  is  to  give  the  perspective  that  he 
has  with  regard  to  Asia  and  America's  role 
in  Asia. 

VISIT     OF     1953     NOTKD 

He  said  his  background  here  goes  bark  a 
few  years.  It  was  in  1953  that  he  first  visited 
this  area.  That  trip  was  very,  very  extensive, 
with  the  usual  four  days  in  each  country,  a 
so-called  state  visit  in  each  country.  It  pm- 
vided  an  opportunity  to  meet  the  leaders,  but 
more  than  that  to.  know  the  countries  in  a 
very  effective  way. 

In  the  16  years  tliat  have  passed,  however, 
since  that  time,  the  changes  have  been  very 
dramatic.  Ho  has  returned  to  Asia  on  a  num- 
ber of  occasions  since  then,  and  particularly 
to  the  countries  that  he  will  be  visiting  on 
this  trip.  Consequently,  ho  has  kept  up  with 
later  develcjpments  and  also,  with  the  excep- 
tion of  President  Agha  Mohammed  Yahya 
Khan  in  Pakistan,  he'  knows  eacli  of  the 
Asian  Icadcr.s  that  he  will  be  meeting  and 
will  be  ai)le  to  speak  to  them  from  that 
backgrovuid. 

Insofar  as  the  general  purpose  of  o  trip  lii<e 
this  is  courerned,  the  President  said  he  can 
understand  some  of  the  speculation  to  the 
elfcct  tliat  "why  does  a  Presldeni.  of  the 
United  States  think  he  learns  anything  by 
spending  one  day  each  in  an  Asian  country?" 
Or,  for  that  matter,  as  he  did  earlier,  In  a 
European  country. 

The  answer  Is,  and  he  might  Indicate  what 
will  be  his  general  policy  for  the  balance  of 
his  service  in  the  White  House,  that  he 
thinks  a  one-day  trip  Is  Just  as  valuable  as 
four  days.  In  other  words.  If  you  take  a  one- 
day  trip,  and  concentrate,  as  he  does,  on 
very  little  protocol,  and  a  great  deal  of  faoe- 
to-face  conversation,  an  Individual,  In  meet- 
ing the  leader  of  the  other  country. will  gain 
as  much  as  If  he  stretched  it  out  over  a  pe- 
riod of  four  days.  He  has  been  through  both 
experience  and,  therefore,  is  somewhat 
knowledgeable  in  that  respect,  Mr.  Nixon 
said. 

SHORT    PERIOD    OF    TIME 

He  feels,  too,  that  when  one  considers  the 
time  that  Is  aiallable  to  a  President  In  these 
periods.  It  Is  essential  In  order  to  cover  all 
tV\e  ground  that  needs  to  be  covered  to 
limit,  first,  the  amount  of  travel  and  the 
amount  of  time  that  is  taken  for  each  one 
of  tl?e  stops.  He  mentioned  that  only  as  some 
of  the  reasoning  that  has  gone  Into  his  de- 
cision with  regard  to  covering  a  great  deal 
of  ground  In  a  very  short  period  of  time:  In 
this  case,  going  around  the  world  and,  in  the 
space  of  about  eight  days,  after  the  moon 
shot,  covering  a  number  of  countries. 

Now,  Insofar  as  the  Individuals  are  con- 
cerned, having  met  all  of  these  leaders  pre- 
viously, Mr.  Nixon  supposed  the  question 
could  be  raised,  and  with  good  reason,  that 
once   you   know   a  leader,    the  contact  with 


.! — ambassadors  would  be  sufTiclent.  However,  he 
'  has  found  In  previous  travels  In  Asia  and  in 
Europe  as  well,  that  as  the  situations  change, 
it  Is  vitally  important  to  have  a  renewed 
contact  with  the  leader  In  each  of  the  coun- 
tries Involved,  a  renewed  contact  because  his 
attitudes  may  change  and  In  that  way  when 
the  President  reads,  as  he  reads  day  after 
day,  the  cables  that  come  In  from  all  over 
the  world,  he  can  have  a  much  better  un- 
derstanding of  what  those  cables  mean — the 
.  nuances — if  he  has  more  recently  had  a  di- 
rect contact,  face-to-face  with  the  Individual 
involved,  the  Individual  leader  Involved. 

That  Is  one  of  the  reasons  why  he  Is  a  great 
believer  In  visits  of  this  sort,  where  they  are 
consistent  with  and  can  be  taken  at  a  time 
that  will  fit  In  with  other  very  demanding 
parts  of  his  schedule. 

Now,  a  word  about  what  Is  a  very  con- 
suming interest  in  Asia,  the  President  con- 
tinued, a  consviming  Interest  because  it  is 
one  he  has  had  for  a  number  of  years,  and^ 
one  that  now,  as  he  looks  at  the  perspec- 
tive of  history.  Is  even  more  Imperative. 

ROLE    IN    ASIA 

The  United  States  Is  going  to  be  facing,  he 
hoped  before  too  long — no  one  can  say  how 
long,  but  before  too  long — a  major  decision. 
What  win  be  Its  role  in  Asia  and  In  the  Pa- 
cific after  the  end  of  the  war  In  Vietnam? 
We  will  be  facing  that  decision.  b\it  also  the 
Asian  nations  will  be  wondering  about  what 
that  decision  is,  Mr.  Nixon  said. 

When  he  talked  to  Prime  Minister  John  G. 
Gorton,  for  example,  he  Indicated  that  in  the 
conversations  he  had  with  a  number  of  Asian 
leaders,  they  all  wondered  whether  the 
United  States,  because  of  Its  frustration  over 
the  war  In  Vietnam,  because  Qf  Its  earlier 
'  frustration  over  the  war  In  Korea — whether 
the  United  States  would  continue  to  play  a 
significant  role  in  Asia  or  whether  the  United 
States,  like  the  French  before,  and  then  the 
British,  and,  of  course,  the  Dutch — whether 
It  would  withdraw  from  the*  Pacific  and  play 
a  minor  role. 

This  is  a  decision  that  will  have  to  be 
made,  of  covirse,  as  the  war  comes  to  an  end. 
But  the  time  to  develop  the  thinking  that 
will  go  into  that  decision  is  now.  Mr.  Nixon 
said  he  things  that  one  of  the  weaknesses  In 
American  foreign  policy  is  that  too  often  we 
react  rather  precipitously  to  events  as  they 
occur.  We  fall  to  have  the  perspective  and 
the  long  range  view  thht  is  essential  for  a 
policy  that  will  be  viable. 

As  he  sees  it,  even  though  the  war  in 
Vietnam  has  been,  as  we  all  know,  a  terribly 
frustrating  one,  and,  as  a  result  of  that 
'  frustration,  even  though  there  would  be  a 
tendency  for  many  Americans  to  say,  "After 
we  are  through  with  that,  let's  not  become 
Involved  in  Asia,"  he  Is  convinced  that  the 
way  to  avoid  becoming  involved  In  another 
war  in  Asia  is  for  the  United  States  to  con- 
tinue to  play  a  significant  role,  the  President 
said. 

UNI    '   )    STATES    A    PACIFIC    POWER 

He  said  hat  whether  we  like  it  or  not. 
geography  nakes  us  a  Pacific  power  and 
when  we  nslder,  for  example,  that  Indo- 
nesia and  i  s  closest  point  Is  only  14  miles 
from  the  1  1  illpplnes,  when  we  consider  that 
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Truam,  wh  -  e  he  was  presently  standing,  of 
course,  Is  ii  the  heart  of  Asia,  when  we  con- 
sider the  I  terests  of  the  whole  Pacific  as 
they  relate  to  Alaska  and  Hawaii,  we  can 
all  realize  this. 

Also,  as  we  look  over  the  historical  per- 
spective, while  World  War  II  began  In  Eu- 
rope, for  the  United  States  It  began  in  the 
Pacific.  It  came  from  Asia.  The  Korean  War 
came  from  Asia.  The  Vietnamese  war  came 
from  Asia. 

So,  as  we  consider  our  past  history,  Mr. 
Nixon  said,  the  United  States  involvement  in 
war  so  often  has  been  tied  to  Pacific  policy 
or  lack  of  Pacific  policy,  as  the  case  might 
be. 

As  we  look  at  Asia  today,  the  President 
observed,  we  see  that  the  major  world  power 
that  adopts  a  very  aggressive  attitude  and  a 
belligerent  attitude  In  Its  foreign  policy. 
Communist  China,  of  course,  is  in  A.«;la.  and 
we  find  that  the  two  minor  world  powers — 

TninAr      althq^]fr)i      fhoy     rin     havn — SiifruULcant 

Strength  as  wf  have  learned  that  most 
{jr^ntly  thrpfitfn  the  ppq^<;:<;^  ot  the  world,  that 
ftHnp^    fJie     mn.<;t     hplllpprnnf.     fnreign     pnllry 

are  in  Asia — North  Korea  and,  of  course. 
Norfg"VTelnam. 

When  we  consider  those  factors,  we  real- 
ize that  If  we  are  thinking  down  the  road, 
down  the  long  road — not  just  four  years  or 
five  years,  but  10,  15  or  20 — that  If  we  are 
going  to  have  peace  in  the  world,  that  poten- 
tially the  greatest  threat  to  that  peace  will 
be  in  the  Pacific,  the  President  said. 

OTHER  THREATS  TO  PEACE 

He  did  not  mean  to  suggest  that  the  Mid- 
east is  not  a  potential  threat  to  the  peace 
of  the  world  and  that  there  are  not  prob- 
lems in  Latin  America  that  concern  us.  or  In 
Africa  and,  of  course,  over  it  all.  we  see  the 
great  potential  conflict  between  the  United 
States  and  the  Soviet  Union,  the  East-West 
conflict  between  the  two  superpowers. 

But  as  far  as  those  other  areas  are  con- 
cerned, he  said,  the  possibility  of  finding 
some  kind  of  solution  is  potentially  greater 
than  It  was  in  the  Asian  area. 

Pursuing  that  line  of  reasoning  a  bit  fur- 
ther, he  said  he  would  like  to  put  it  in  a 
more  positive  sense:  When  he  looked  at  the 
problems  in  Asia,  he  said  the  threat  to  peace 
presented  by  the  growing  power  of  Commu- 
nist China,  the  belligerence  of  North  Korea 
and  North  Vietnam,  should  not  obscure  the 
great  promise  that  was  here. 

Mr.  Nixon  declared  that  the  fastest  rate 
of  growth  in  the  world  Is  occurring  in  non- 
Communist  Asia,  Japan,  in  the  last  ten  years, 
had  tripled  its  G.N.P.,  South  Korea  had 
doubled  its  G.N.P.,  Taiwan  had  doubled  its 
G.N.P.,  Thailand  had  doubled  its  G.N.P.  The 
same  was  true  of  Singapore  and  of  Malaysia. 

The  record  in  some  of  the  other  countries 
was  not  as  Impressive.  But  consider  the 
Philippines,  he  said.  The  Philippines  in  1953 
was  a  major  Importer  of  rice.  Today,  as  a  re- 
sult of  miracle  rice,  it  no  longer  had  to 
Import  it.  Some  progress  was  being  made  in 
areas  like  that. 

INDIA  AND  PAKISTAN  CITED 

The  President  mentioned  India  anri  Pak- 
J^tan  and  thQ  terribly  difficult  and  traumatic 


exp«ilLuue  lllfV  raVe  had.  Because  of  their 
conflTTT  wiin  each  other,  more  than."  with 
the  proDiems  infiy  l"'"'^"  >^"^  fmmTvin  nii»ci  c/^ 
tlTat  picture  tends  to  be  rather  black.     _ 

But  India's  rate  of  growth  as  a  result 
of  two  good  crop  years,  and  a  reasonably  good 
one  this  year,  has  been  at  6  per  cent,  he  said. 

As  far  as  Pakistan  is  concerned,  Mr.  Nixon 
said,  they  are  emphasizing  growth  In  manu- 
facturing. They  are  growing  at  the  rate  oli 
10  per  cent  per  year  in  manufacturing  and' 
from  1965  to  1970,  their  agricultural  produc  • 
tlon  will  go  up  21  per  cr-nt. 

Tlie  pover'y  in  these  two  countries,  he  sai-l 
strlkee  one  with  tremendous  Imp.'vct.  But 
having  .«;ccn  what  11  was  in  1953  nnd  seeing 
what  It  was  again  in  1057,  the  anunint  ol 
progress  that  has  taken  place,  even  In  throne 
countries  where  the  rate  has  not  been  as 
high  OS  otliers,  was  a  very,  very  formldahlf 
thing  to  see,  he  asserted. 

ASIA'S   THRE/XT   AND   HOPE 

So.  what  he  Is  trying  to  suggest  Is  thl.s. 
the  Fre.sldent  said:  Lmik  at  A.s,;i.  It  poees. 
In  his  vW'w.  over  the  long  haul,  looking  down 
to  the  end  of  the  century,  the  gre.it^st  threat 
to  peace  of  the  world,  and,  for  that  reason, 
the  Unltccl  ^Uvt£fi_£llfUiil_£P^^lU.M?  ^  P'i^^ 
a  .significant  role. 

It  JUSO'pOoCs,  he  said,  the  greatest  hojjc 
for  progre.'-s  In  the  world  because  of  tlie  abil- 
ity, the  resources,  the  ability  of  the  people, 
the  resources  physically  that  are  available 
in  this  p.irt  of  the  world,  and  for  these  rea- 
sons, we  need  policies  that  will  see  tlial  we 
play  ;i  p.irt  and  a  part  that  Is  ai)proprln',e 
to   the  condition  that  wc  will  find. 

One  otiicr  point  he  made  very  bileny  \vn.<? 
that  In  terms  of  this  situation  we  inii.^,t  rec- 
ognize that  there  are  two  great  new  factors 
which  you  will  see.  Incidentally,  particular- 
ly, when  you  arrive  in  the  Philippines — som-- 
thlng  you  will  see  there  that  we  didn't  see 
in  1953,  to  show  you  how  quickly  things 
change — a  very  great  growth  of  nationalism, 
natlonali'.m  even  in  the  Phillpjiincs.  vls-;i- 
vls  the  United  States,  as  well  as  other  coun- 
tries In  the  world.  And,  also,  at  the  same  I  Ime 
that  national  pride  is  becoming  a  major 
I  actor,  regional  pride  is  becoming  a  major 
factor. 

The  second  factor,  he  went  on.  is  one  that 
is  going  to  have  a  major  Impact  on  the  fu 
ture  of  Asia,  and  it  is  something  that  've 
must  take  Into  account.  As^aps  -^Ul  pay  In 
pvoi-y  rniinfry  <>-.•:.»  •Ltja  vigjf  tihat  th'^y  '^'^  not 
wnnh  t;r>  ^ff  HiM.-^t.<vH  ft-n-ni  the  outsld^  Asia 
for  Asians.  And  that  is  wh  at_wo_V'.'tlD t„^'^ 
t.h.at  |R  t.he  rr>1f)  y/*^  .s^iould  pla "y.  Wc  should 
assist  it,  but  we  should  nc/t  dictate. 

A'ttlTlS  nme;  hfe  said,  the  political  and  eco- 
nomic plans  that  they  are  gradually  de- 
veloping are  very  hop>eful,  we  will  give  as- 
sistance to  those  plans  Vff^  of  cour.se.  will 
keep   the   treaty  comrnit^^pents   we  have. 

VISIT  TO   RUMANIA 

But  as  lar  as  our  role  is  concer/\c<l,  lie 
sald_  we  must  avoid  that  kind  of  y^ >\ lcy_  tba-t 
w i  1 1  make  countries  in  a7^ i a  so  dt'tH,'nJl'^;,oi 
upoTTHs  that  we  are  diagRcd  lnlo_r>(jr)fiicts 
such  as  the  one  that  we  h.iye  in  VieLiiajn. 

This  is  going  to  be  a  difficult  line  to  fol- 
low. It  is  one,  however,  that  he  thinks,  with 
proper  planning,  we  can  develop,  he  went 
on. 
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He  said  he  would  Jnst  answer  some  of 
the  speculation  about  Riunania  by  pointing 
out  that  this  trip  to  Rumania  Is  not  di- 
rected toward  the  Chinese  or  tow«.rd  the 
Russians,  but  toward  the  Rumanians.  Mv 
Nixon  said. 

Ho  said  ha  did  not  believe  that  the  Pres- 
ident of  t])e  United  States  should  be  able 
to  accept  an  Invitation  to  visit  a  Western 
European  country,  but  should  automatically 
have  to  decline  an  invitation  to  visit  an  East- 
ern European  country. 

Mr.  Nixon  said  that  this  was  an  era  ol 
negotiation  rather  than  confrontation.  It 
would  be  more  difficult,  of  course,  to  de- 
velop the  communication  with  Eastern  Eu- 
ropean Communist  countries  than  with  West- 
ern European  countries,  but  he  thought  It 
was  time  that  a  beginning  be  made. 

He  said  he  would  have  discussions  of  bi- 
lateral Issues  with  President  Nicolae  Ceau- 
sescu,  the  problems  of  Europe.  East- West  re- 
lations. 

But  this  trip  \uider  no  circumstances,  he 
said,  should  be  interpreted  as  an  affront  to 
the  Soviet  Union  or  aa  a  move  toward  China. 

The  President  said  he  hoped  that  if  the 
trip  worked  out  it  would  set  the  stage  for 
more  openings  of  this  type  with  countries 
in  Eastern  Euroi>e  where  It  would  be  mu- 
tually beneficial  to  the  United  States  and 
the  other  countries  involved. 

The  President  was  asked,  on  the  question 
of  United  States  military  relationships  In 
Asia,  a  hypothetical  question:  If  a  leader 
of  one  of  the  countries  with  which  we  have 
had  close  military  relatlonshii>s,  either 
through  SEATO  or  in  Vietnam,  should  say, 
"Well,  you  are  pulling  out  of  Vietnam  with 
your  troops.  We  can  read  the  newspapers. 
How  can  we  know  you  will  remain  to  play  a 
significant  role  as  you  say  you  wish  to  do  in 
the  security  arrangements  in  Europe?  What 
kind  of  approach  would  he  take  to  that  ques- 
tion? 

The  President  replied  that  he  had  indi- 
cated that  the  answer  to  that  question  was 
not  an  easy  one — not  easy  because  we  would 
be  greatly  tempted  when  that  question  is  put 
to  us  to  indicate  that  if  any  nation  desires 
the  assistance  of  the  United  States  mili- 
tarily in  order  to  meet  an  internal  or  ex- 
ternal threat  we  will  provide  it. 

ON    COMMITMENTS,    TWO    POINTS 

However,  he  said  he  believed  that  the  time 
VifLri  ''on?  W'""^"  ^^'^  TTnited  States,  in  its 
relations  with  all  of  its  Asian  friends,  should 
be  quite  emphatic  on  two  points:  one  that 
we  would  keep  our  treaty  commlTments: 
our'^Tbea.ty  commiiments.  (or  pxamplp. 
with  Thailand  under  SEATO.  And,  two, 
th?ti  as  fBr  ns  the  proMftrnt — o£ — interna- 
tional security  are  goncerpcd  fts  f^J  ^s  the_ 
proSlcms  of  military  defense,  except  for  the~ 
threat  of  a  ma  lor  power  involving  nuclear 
weaf>ons,  that  the  United  States  was  going 


to  encourage  and  had  a  rlglit  to  expect  tiiat 
this  problem  would  be  increasingly  handled 
by^^and_the  responsibj  11  ty  f_or_iJ3^aken  ^by, 
the  ^'iin  i^^tion^  then-iselves^~~^^*^ 

He  said  he  believed,  fi^om  his  preliminary 
conversations  with  several  Asian  leaders  over 
the  last  few  months,  that  they  were  going 
.to  be  willing  to  undertake  this  responsibil- 


ity. He  said  it  would  not  be  easy.  But  if  the 
United  States  just  continued  down  the  road 
of  responding  to  requests  for  assistance,  of 
assuming  the  primary  responsibility  for  de- 
fending these  countries  when  they  have  in- 
ternational problems  or  external  problems, 
they  were  never  going  to  take  care  of  them- 
selves. 

He  added  that,  when  he  talked  about  col- 
lective security  for  Asia,  he  realized  that  at 
this  time  It  looks  like  a  weak  reed.  It  ac- 
tually was.  But  looking  down  the  road — he 
said  he  was  speaking  now  of  five  years  from 
now.  10  years  from  now — he  thought  collec- 
tive security,  insofar  as  it  deals  with  internal 
threats  to  any  one  of  the  countries,  or  inso- 
far OS  it  deals  with  a  threat  other  than  that 
posed  by  a  nuclear  power,  was  an  objecive 
that  free  Asian  nations  could  see  and  which 
the  United  States  should  support. 

The  President  was  asked  whether,  when 
speaking  of  Internal  threats,  he  included 
threats  internally  assisted  by  a  country  from 
the  outside,  such  as  we  have  in  Vietnam? 

INTEHNAL  THREAT   IN   THAILAND 

The  President  replied,  that  generally  speak- 
ing, it  was  the  kind  of  Internal  threat  that 
we  do  have  in  the  Asian  countries.  For  ex- 
ample, in  Thailand  the  threat  was  one  that 
was  indigenous  to  a  certain  extent  to  the 
northeast  and  the  north,  but  that  would  not 
be  too  serious  if  it  were  not  getting  the  assist- 
ance that  it  was  from  the  outside.  The  same 
was  true  in  several  of  the  other  Asian  coun- 
tiles,  he  said. 

The  President  was  reminded  of  his  hope 
that  his  meetings  in  Rumania  would  open  the 
way  to  other  meetings  involving  Eastern  Eu- 
rope. Was  it  hlB-  hope  that  he  would  eventu- 
ally be  invited  to  Mosc  '  to  talk  with  the 
Russians,  perhaps  withii.  he  next  six  months 
of  so? 

The  President  replied  hat  as  far  as  any 
meeting  with  the  Sov)  >  Union  was  con- 
cerned, summit  meetlnt  ,  he  had  stated  his 
position  previously.  He  1  ought  it  would  be 
well  to  restate  it. 

He  did  not  believe  thi  t  any  summit  meet- 
ing with  the  Soviet  Union  was  useful  unless 
a  subject  of  major  interest  to  both  powers 
was  to  be  discussed  with  some  promise  of 
finding  a  solution  or  at  least  making  prog- 
ress on  that  particular  problem. 

He  said  he  believed,  for  example,  as  he 
looked  over  the  history  of  summitry  with  the 
Soviet  Union,  that  while,  in  all  administra- 
tions, we  had  had  the  best  of  intentions, 
summitry  had  not  been  particularly  helpful. 
He  said  this  with  regard  to  the  spirit  of 
Geneva,  the  spirit  of  Camp  David,  the  spirit 
of  Vienna  and  the  spirit  of  Glassboro. 

MEETINGS   WITH   SOVIET  UNION 

He  felt  that  where  the  Soviet  Union  was 
concerned,  for  example  today,  there  were 
three  major  areas  where  a  summit  meeting 
could  be  useful.  If,  for  example,  the  time 
had  come  when  we  could  make  a  break- 
through in  the  Mideast,  and  a  summit  meet- 
ing with  the  Soviet  Union  would  play  a  sig- 
nificant part,  he  thought  that  could  be  con- 
sidered. 

The  second  area,  Mr.  Nixon  said,  is  in 
the  field  of  arms  control.  He  said  he  had  a 
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long  discussion  with  Mr.  Smith  just  few 
"Tlays  ago.  Just  before  leaving,  the  day  before 
"leaving.  As  far  as  arms  controls  are  con- 
cerned, at  this  time,  the  place  and  the 
forum  In  which  the  discussion  should  take 
place  Is  at  the  ambassador  level.  There  may 
come  a  time  when  a  summit  meeting  may 
be  the  device  that  will  make  the  break- 
through that  we  need  to  make  In  arms 
control. 

Then  %^  the  top  of  the  list  he  placed  the 
problem  of  Vietnam  where.  If  a  summit 
meeting  would  serve  a  useful  purpose  Inso- 
far as  Vietnam  is  concerned,  natiu-ally  we 
would  welcome  that  opportunity.  That  poses, 
however,  Mr.  Nixon  said,  a  very  significant 
problem  because,  whether  the  Soviet  Union  . 
can  be  of  assistance  in  Vietnam  is  some- 
what dependent  on  its  evaluation  of  whether 
such  assistance  should  be  so  publicly  pro- 
vided as  a  summit,  of  course,  would  Indicate. 
The  President  was  a.sked.  as  a  backgrovind 
to  his  thinking  on  Vietnam,  even  though  it 
is  not  to  be  a  major  subject  of  discu.^slo!i. 
whether  he  could  tell  what  sort  of  reports 
he  had  received  from  Gen.  Earle  G.  Wheeler 
about  the  prospects  for  additional  replace- 
ment of  American  troops,  and  on  the  ques- 
tion of  whether  the  fighting  had  eased  to 
the  point  where  we  can  make  some  de-escala- 
tion move  ourselves. 

The  President  replied  that  he  would  rather 
not  comment  on  that  at  this  time.  If,  after 
his  conversations  with  Ambassador  Bunker 
and  possibly  with  General  Abrams,  he  feels 
that  some  comment  would  be  appropriate, 
he  will  make  it  then.  But  he  should  correct 
one  impression  that  he  should  not  have  left, 
and  that  is  that  Vietnam  will  not  be  a  major 
topic  for  discussion.  In  each  of  the  Asian 
countries  he  is  going  to  raise  with  the  Asian 
leaders  the  question  of  the  extent  to  which 
they  would  be  willing  to  participate  in  the 
international  supervisory  bodies  for  elections 
in  South  Vietnam  and  for  the  policing  of 
ceasefires,  provided  we  are  able  to  get  any 
kind  of  acceptance  on  the  part  of  the  North 
Vietnamese  and  the  Vietcong  on  his  proposal 
of  May  14. 

He  believes,  for  example,  Mr.  Nixon  said, 
that  the  international  supervisory  bodies, 
which  Mr.  Thieu  has  also  agreed  to,  should 
primarily  be  made  up  of  and  come  from 
Asian  nations  and  the  Asian  nations  that  he 
visits  will  all  be  interested  In  this  subject. 
He  wants  to  get  their  views  on  that. 

ISSVT.    OF    WITHDRAWAL 

The  President  was  asked  whether  he  antic- 
ipates in  that  connection  that  during  his 
talks  with  the  Asian  leaders  he  Is  going  to 
have  to  spend  any  significant  amount  of 
time  porhaps  convincing  them  that  his  plan 
for  withdrawal  of  American  forces  fron\ 
Vietnam  will  pof  e  no  threat  to  their  security. 

The  President  replied  that  one  of  the  rea- 
sons for  this  trip  is  to  leave  no  doubt  in 
the  minds  of  the  leaders  of  non-Communist 
Asia  that  the  United  States  Is  committed  to 
a  policy  in  the  Pacific — a  policy  not  of  inter- 
vention but  one  that  certainly  rules  out 
withdrawal,  and  regardless  of  what  happens 
in  Vietnam  that  we  intend  to  continue  to 
play  a  role  In  Asia  to  the  extent  that  Asian 
natiouR.  bilaterally  and  collectively,  desire  us 
to  play  a  role. 


He  said  he  thought  th.^t  some  reassuran.  e 
was  needed  because  Vietnam  is  on  the  minds 
of  all  the  Asian  leaders.  He  believes,  inci- 
dentally, that  he  will  not  have  dinicuity  in 
providing  that  reassurance  because.  fro;n  the 
report  that  he  did  get  from  General  Whcolcr, 
ho  wa,s  told  that  the  troop  withdrawaLs  have 
been  accepted  by  the  Thieu  government  and 
by  the  military  in  South  Vietnam  wi'.i  not 
only  very  good  grace,  but  tliat  they  have  re- 
sponded very  effectively  in  meeting  their  own 
requirements,  in  handling  their  own  defense. 
He  thinks  that  he  can  give  some  reassuring 
comments  to  those  A-  lan  leaders  who  might 
raise  the  question,  Mr.  Nixou  said. 

DECLINES    TO    SPECULATE 

The  President  was  reminded  that  ho  men- 
tioned that  he  felt  th.it  perhaps  five  jears  or 
ten  years  from  now  the  Asian  nations  could 
collectively  take  care  of  their  regional  .secu- 
rity problems.  What  is  our  policy  to  be  in 
the  meantime,  he  was  asked,  If  a  Vietnam 
type  situation  does  orcvir?  ' 

The  President  replied  that  he  would  rather 
not  speculate  about  one  oceurrlng  E:irh  of 
thc?e  countries  i>oses  an  entirely  dlfTorent 
question.  He  would  simply  say  we  :ire  (jolnfT 
to  handle  each  country  on  a  case-by-case 
basis. 

But  attempting  to  avoid  that  creeping  in- 
volvement that  eventually  simply  submerges 
you.  he  knows  that  we  can  learn  Irom  past 
experience  and  we  must  avoid  that  kind  of 
Involvement  In  the  future. 

The  President  said  he  could  put  it  this 
way.  he  recalled  In  1064  some  advice  that  he 
got  from  Mohammad  Ayub  Khan,  who  was 
then  the  President  of  Pakistan.  This  w.is  be- 
fore the  United  States  had  any  significant 
troop  commitment  in  Vietnam.  Mr.  Nixon 
.isked  him  what  his  view  was  ais  to  wlmt  our 
role  should  be.  He  said:  "Well,  the  role  of 
the  United  States  In  Vietnam  or  tlie  I'hilip- 
pines.  or  Tliailand  or  any  of  these  co'iatries 
wliich  have  interna!  subversion,  is  to  help 
them  fight  the  war  but  not  figh'-  th?  war 
for  them."  That,  of  course,  is  a  good  ';oneral 
jirinciple.  one  which  we  would  hope  would 
be  ovir  policy  generally  throughout  the 
world,  the  President  said. 

The  President  was  reminded  that  the  last 
lime  he  met  with  reporters  he  mentioned 
that  It  was  his  hope  that  v/e  might  bo  able 
to  withdraw  all  our  combat  troojjs.  nround 
Combat  troops,  In  South  Vietnam  by  t)ie  end 
of  next  year.  In  th"  light  of  thi.t.  he  was 
asked  If  he  had  any  plans  for  withdrawing 
the  troops  that  we  now  have,  or  some  per- 
centage of  them,  from  Thailand,  and  could 
he  tell  what  he  Is  going  to  tell  the  Thais 
about  that? 

WILL    TELL    THAIS   FIRST 

The  President  replied  that  he  would  tell 
the  Thais  first.  But  it  Is,  of  course,  a  proper 
question,  he  said. 

He  is  reviewing  not  only  our  civilian  per- 
sonnel abroad,  where  he  announced  a  cut 
a  few  weeks  ago,  but  oiu-  military  personnel 
abroad,  including  Thailand. 

This  is  a  matter,  however,  which  will  be 
discussed  with  the  Thais,  but  It  would  not 
be  appropriate  to  make  any  announcement 
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as  to  what  we  were  going  to  do  until  we  have 
discussed  it. 

Ttie  President  was  asked  whether  in  looking 
at  the  situation  in  post-Vietnam,  and  in 
countries  otlier  than  Vietnam.  It  seemed 
to  him  that  in  terms  of  our  military  strength, 
the  military  men  that  we  put  into  these 
other  countries  to  help  thrm.  or  military  as- 
sistance or  economic  assistance,  that  in  Asia, 
generally,  we  would  have  more  or  less  of  this 
type  of  assistance  and  aid  \n  the  years  down 
tlie  road  than  we  have  now. 

The  President  replied  less,  if  he  got  the 
question  correctly,  would  there  be  more  or 
less  of  military  type  of  assistance? 

He  was  asked  about  both  in  military  and 
nonmilitary,  since  there  are  really  two  parts 
to  this  assistance  problem,  the  economic 
part  and  the  military  part.  Did  he  see  us 
having  a  greater  expenditure  and  a  greatei 
involvement  in  those  respects  or  a  lessened 
involvement  as  we  look  down  the  road? 

The  President  replied  that  the  military  in- 
volvemeTit,  the  tnintaryJapIstanceTthe  mili- 
tarv"'aTa_program  ana  the_rest,  and  oarticu- 
larly/the~conimrCmeivts"of  military  personnel, 
that  that  type~oI  program  would  recede!  " 

ECONOMIC    An)    STRESSE3) 

However,  as  far  as  economic  programs  are 
concernecL  and  particularly  t^mnp  nf  a  rnnUi- 
lateral  character — and  here  he  had  some  new 
Ideas  that  he  will  be  expanding  on  in  the 
months  ahead — he  would  say  that  the  level 
of  United  States  activTty  wotild  be  adequate 
to  meet  tfie  CTnnren"ge  as  it  develops,  because 
it  is  very  much  in  our  interest  in  terms , of 
economic  assistance,  economic  assistance 
throMgti-luHiib  mia  Ulfi(ir  programs,  to  help 
build'  Lim  t)(i(:)liu'niies  oi  iree  Asia,  Mr.  Nixon 
said. 

For  example,  the  President  pointed  to  what 
has  happened  to  South  Korea,  what  has 
happened  to  Taiwan,  what  has  happened  to 
Thailand,  what  has  happened  to  Japan.  All 
of  them  now.  or  virtually  all.  are  on  their 
own  feet,  at  least  from  an  economic  stand- 
point and  are  very  good  customers  of  ours. 

PACT    WITH     THAILAND 

The  President  was  asked  about  quite  a  bit 
of  speculation  in  the  papers  lately — both  here 
and  in  Washington  and  in  Thailand — as  to 
whether  or  not  there  exists  some  sort  of  secret 
defense  arrangement  between  the  United 
States  and  Thailand. 

Could  he  shed  any  light  on  the  existence  or 
nonexistence  of  such  a  thing  and  whether  we 
have  any  similar  arrangements  with  any 
other  countries  that  might  commit  us  beyond 
what  his  hopes  might  be? 

The  President  replied  that  there  is  no  se- 
cret defense  agreement  with  Tliailand.  We, 
of  course,  have  the  SEATO  treaty.  We  will 
keep  our  commitments  under  that  treaty. 
We  had  the  Rusk-Thanat  communique, 
which  simply  spelled  out  the  treaty. 

We  will,  of  course,  keep  our  commitments 
set  forth  there  as  well.  Mr.  Nixon  said. 

Bvit  as  far  as  any  secret  commitments  are 
concerned,  we  not  only  have  none  in  any 
of  these  nations,  he  will  make  none — and 
Incldfntally,  he  told  Senator  J.  W.  Fulbright 
that  the  other  day  too. 

The  President  vs  asked  to  give  an  eval- 
uation   of    Red    China's    economic-political 


"capability  of  inspiring  further  wars  of  lib- 
eration In  the  Asian  nations.  Are  they  able 
to  continue  that? 

The  President  replied  that  Red  China's  ca- 
pacity in  this  respect  is  much  less  than  it 
was  five  years  ago,  even  ten  years  ago  Be- 
cause of  its  internal  problems.  Red  China 
is  not  nearly  as  effective  in  exporting  revolu- 
tion as  it  was  then.  He  thinks  a  pretty  good 
indication  of  that  is  the  minimal  role  that 
Red  China  is  playing  in  Vietnam  as  com- 
pared with  the  Soviet  Union,  the  President 
remarked. 

Three  years  ago.  Red  China  was  furnish- 
ing over  50  per  cent  of  the  military  equio- 
ment,  the  he  r  iware,  for  the  North  Vietnam- 
ese. Now  it  :  •  approximately  80-20  the  oth- 
er way  aroui  f  .  he  said. 

PI     1  JLEMS  WITHIN  CHINA 

There  may  i'C  other  reasons  for  that  com- 
ing about,  a  •(  part  of  it  is  that  Red  China 
has  enough  !'■  blems  within. 

Another  pi  i  it  he  would  make  In  that  re- 
spect that  bears  on  this:  How  things  have 
changed  since  1953,  in  country  after  country 
that  he  visited — and  he  was  in  every  one 
that  we  are  visiting  here  and  all  the  others 
as  well.  The  ones  that  Secretary  William  P. 
Rogers  is  going  to  visit  on  his  trip — among 
most  of  the  intellectual  leaders  and  among 
many  Government  leaders,  there  was  a  real 
question  as  to  what  was  the  best  path  for 
progress,  a  question  as  to  whether  Commu- 
nism, as  it  was  developing  In  Red  China,  a 
Communist  system  was  a  better  way  to  prog- 
resp  or  whether  a  non-Communist  system 
was  the  better  way. 

Now,  Mr.  Nixon  said,  one  of  the  significant 
developments  that  has  occurred  over  these 
last  16  years,  with  all  the  bad  things  that 
.  have  occurred,  including  the  war  in  Vietnam, 
has  been  that  that  situation  has  reversed  it- 
E^:r.  The  appeal  of  the  Communist  philoso- 
phy, for  example.  In  Pakistan,  in  India.  In 
Indonesia,  in  Japan,  in  any  one  of  these 
countries.  Is  less  today  than  it  was  16  years 
ago,  10  years  ago,  5  years  ago. 

On  the  other  hand,  he  would  h  ve  to  say 
that  the  effectiveness  of  subversive  activi- 
ties in  many  of  these  countries  has  not 
abated  to  the  same  extent.  It  can  be  on  the 
upsurge.  But  as  we  look  at  the  whole  of  Asia 
today.  It  Is  significant  to  note  that  what 
we  have  going  for  us  more  than  anything 
else  is  this  enormous  rate  of  growth  in  non- 
Communist  Asia  as  compared  to  Communi.st 
Asia.  You  compare  Hong  Kong  with  Com- 
munist China,  you  compare  Taiwan  with 
Communist  China,  you  look  at  Japan  with 
100  minion  people,  with  a  greater  G  N  P. 
than  China  with  700  million  people.  Looking 
clear  around  the  perimeter,  from  Japan 
through  India,  we  find  that  free  A.^ia's  rec- 
ord of  growth  is  a  very  significant  factor  in 
afTeoting  the  thinking  of  those  who  have  to 
make  the  determination  as  to  which  path 
they  are  going  to  take.  Mr.  Nixon  sai^. 

NO     MORF     VTR-TMAMS? 

The  PreSraeni;  was  asTfed7~WB'en  He  said 
that  the  United  States  was  going  to  continue 
to  play  a  major  role  in  Asia  and  that  this 
was  one  message  that  he  Intended  to  take 
with  him  on  this  trip,  whether  another  mes- 
sage was  that  there  would  be  no  more  Viet- 
nams. 


I 
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The  President  replied  that  certainly  the 
objective  of  any  American  administration 
would  be  to  avoid  another  war  Like  Vietnam 
any  place  in  the  world.  He  recalled  he  had 
said  It  and  so  had  his  opponent.  Mr.  Hum- 
phrey, during  the  campaign — that  we  should 
deveiop  a  F>ollcy  that  would  avoid  other 
Vletnams. 

Mr  Nixon  said  It  was  very  easy  to  say  that. 
But  he  said  that  to  develop  the  policies  to 
avoid  that  was  taking  an  enormous  amount 
of  his  time  and  that  of  his  a-ssoclatcs 

But  what  he  said  he  c-ould  do  w.-vs  U)  Icarn 
from  the  mistakes  of  the  past.  He  believed 
that  we  have.  If  we  examine  what  happened 
in  Vietnam,  how  we  became  so  deeply  In- 
volved— that  we  have  a  good  chance  of 
avoiding  that  kind  of  Involvement  In  the 
future,  he  said. 

Tsnno    wT-TMnp AWAi.s    nnu^iis.srn 

Mr.  Nixon  was  asKea  wnether  he  Infended 
to  nuike  it  clear  to  the  Asian  leaders  that  if 
the  lull  in  Vietnam  continues,  he  would  an- 
nounce a  substantial  withdrawal  of  United 
States  forces  in  August. 

The  President  replied  that  he  would  not 
make  any  announcement,  and  no  decision 
on,  troop  withdrawals  on  this  trip.  and.  of 
course,  he  would  not  make  any  disclosures 
of  plans  In  that  resped  to  A.siau  lead-r  ■ 
prior  to  the  time  that  he  had  dls-ussed  it 
with  the  government  of  S^'-th  Vietnam  and 
then  made  the  announcrm -nt  JolnHy. 

That  Is  niir  of  the  mM.trn.  he  said.  tha«. 
he  still  hnd  iiiidrr  stud-.  .  iiiulrr  mnsUirrat  Ion, 
that  ho  wnuUl  he  dlsru-'^ln!;  with  Atnb:iFsi- 
dor  I'unkei,  thnt  he  did  dlprnss  with  General 
Wheeler  and  that  he  might  discuss  wl^.h 
General  Abrams. 

TACTICS     IN     VIFINAM 

The  President  was  asked  whether  thnre  is 
also  a  pending  question  as  to  v/hcthfr  his 
administration  wi'l  change  Its  policy  ol 
maintaining  maximum  military  pressur.;  on 
the  enemy  in  Vietnam? 

The  President  replied  that  he  had  been 
re-cxaminlnp;,  since  the  time  hi.--  .irlminl.'-tra- 
tion  come  into  office,  our  military  tarllcs  In 
Vietnam,  and  one  of  the  subjects  that  he 
has  discusEcd  at  great  length  v.ith  General 
Wheeler  and  General  Abrams  has  been  the 
char.acter  of  our  commitment  and  Uie  tactics 
that  should  be  used.  He  defers,  naturally,  to 
military  men  as  to  the  conduct  of  p.  war  be- 
cause they  are  more  expert  ♦han  he  Is  In  this 
field,  he  said. 

However,  when  we  are  In  the  process  of 
negotiations,  then  military  tactics  become 
part  of  the  negotiations  and,  therefore,  we 
are  re-evaluating  our  tactics  in  Vietnam,  hav- 
ing in  min*l  the  fact  that  we  have  a  parallel 
action  going  along  in  the  negotiating  field, 
the  President  said. 

If  we  have  any  change."^  in  this  rc.=.pect, 
he  will,  of  course,  announce  them,  he  added. 
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14.  President  Nixon  and  President  Park  of  the  Republic  of  Korea  Hold  Talks 
at  San  Francisco  August  21-22,  Department  of  State  Bulletin,  September  15, 
1969 


President  Park  Chung  Hee  of  t?ie  Republic 
of  Korea  made  an  official  visit  to  the  United 
States  August  20-24.  «^  '"^^  '^^^^  President 
Nixon  at  San  Franxiisco,  Calif.,  August  21-22. 
Following  are  a  welcoming  statement  hy  Presi- 
dent Nixon  issued  at  San  Clem^nte,  Calif.,  on 
August  21  and  remarks  exchanged  hy  President 
Nixon  and  President  Park  at  an  arrival  cere- 
mony at  San  Francisco  August  21,  at  a  state 
dinner  at  the  St.  Francis  Hotel  that  evening, 
9nd  at  the  close  of  their  meeting  on  August  22, 
togetlier  with  a  joint  statement  released  on 
August  22. 


(RIVAL  CEREMONY,  AUGUST  21 


tament  by  President  Nixon  ^ 

It  is  a  great  pleasure  to  welcome  President 

*  Mrs,  Park  to  this  country,  to  this  State,  and 
this  city.  This  is  my  first  opportunity  as 

ident  to  officially  receive  a  visiting  head  of 
on  the  soil  of  my  home  State  of  California. 
IS  appropriate  that  the  head  of  a  great  Asian 
^ontry  should  be  the  guest  on  this  occasion,  for 
*Ufornia  has  a  long  history  of  looking  toward 
[*i*.  In  fact,  Americans  have  long  regarded 
city  of  San  Francisco  as  their  "gateway  to 
Orient." 
Through  this  gateway  this  morning  comes  the 
*^^r  of  one  of  the  most  successful  national 
**omies  in  Asia.  In  the  last  8  years  Korea  has 
n*nenced  unprecedented  economic  growth, 
»  .™fi  has  done  so  under  extremely  difficult 
>«»ditions. 

*  know  something  of  those  difficult  condi- 
''■'  I  visited  Korea  at  the  end  of  the  war  in 

^^>^  at  San  Clemente,  Calif.,  on  Ang.  21  (WWte 
"•press  release).  The  release  inclnded  the  follow- 

^tlon :  "The  President  wiU  cover  the  substance 
]^f^,    statement   In    extemporaneoua    remarks    on 

'«*.  He  stands  by  all  the  statements  In  this  text." 


1953. 1  remember  the  bitter  poveirty  I  saw  at  that 
time,  the  desolation  which  the  war  had  left,  the 
fact  that  25  percent  of  the  South  Korean  people 
were  homeless.  I  remember  the  questions  that 
were  raised.  How  can  this  economy  flourish? 
some  asked,  pointing  out  that  most  of  the 
factories  and  the  mines  and  the  powerplants 
were  in  the  North,  though  most  of  the  people 
were  in  South  Korea.  But  the  South  Koreans 
knew  what  they  had  to  do — and  they  did  it ! 

And  I  know,  too,  that  as  the  Koreans  have 
fought  their  way  uphill  toward  prosperity  since 
1953,  they  have  also  faced  other  problems.  Be- 
cause of  the  threat  in  the  North,  they  have  had 
to  maintain  a  large  standing  army — the  fifth 
largest  on  earth  and  the  third  largest  in  the  free 
world.  That  is  a  crushing  burden  for  any  de- 
veloping nation  to  bear. 

As  the  South  Koreans  have  become  more  and 
more  successful,  they  have  had  to  bear  an  added 
burden:  a  deliberate  campaign  of  military 
provocations  from  North  Korea,  designed  to 
intimidate  the  people,  shake  their  institutions, 
and  halt  their  progress. 

And  yet,  these  outlaw  activities  by  the  North 
Koreans,  like  their  invasion  of  the  South  back 
in  1950,  have  actually  helped  to  prove  just  how 
strong  and  how  courageous  are  the  South 
Koreans.  The  people  have  not  been  intimidated. 
The  institutions  have  not  been  shaken.  The 
progress  has  not  been  halted. 

I  also  know  something  about  the « economic 
success  of  your  country,  Mr.  President,  for  I  saw 
evidence  of  it  on  every  hand  when  I  visited 
Korea  in  1966. 1  sensed  a  great  new  spirit  soar- 
ing through  Korea,  a  spirit  of  pride  and  a  sense 
of  determination.  It  was  the  spirit  of  mature 
self-confidence  one  sees  in  men  who  have  battled 
against  great  obstacles  and  overcome  them. 

I  know  that  my  next  trip  to  Korda  voll  be 
more  exciting  still.  For  in  the  last  2  years  this 
record  of  progress  has  been  continued.  I  have 
received  some  very  favorable  reports  on  that 
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progress — from  Secretary  of  State  Rogers,  who 
was  in  your  country  a  few  weeks  ago;  from 
Deputy  Secretary  of  Defense  Packard,  who 
visited  there  in  June ;  and  from  a  delegation  of 
Korean  legislators  who  recently  visited  me  in 
Washington- 1  noted  that,  for  example,  the  gross 
national  product  of  South  Korea,  which  had 
been  growing  at  8  percent  a  year,  actually  went 
up  by  13  percent  last  year.  Manufacturing  has 
been  rising  by  25  percent  a  year ;  annual  exports 
are  climbing  by  40  percent.  And  I  understand 
that  the  goals  you  have  set  for  this  year  and 
next  year  are  considerably  higher.  Yours  is  one 
of  the  few  countries  where  farm  production  is 
growing  faster  than  population  growth,  and 
this,  too,  is  a  vital  accomplishment. 

The  American  people  congratulate  you  on 
your  success^  If  our  economic  aid  has  played 
some  role  in  making  success  possible,  then  we 
are  gratified.  But  we  recognize  that  the  most 
important  ingredients  have  come  from  Koreans 
themselves.  We  note,  too,  that  the  Koreans  have 
not  regarded  outside  aid  as  a  means  of  ongoing 
support  but  rather  as  a  first  step  toward  self- 
sustaining  prosp>erity.  As  a  result,  they  have 
been  among  the  most  active  nations  in  the  world 
in  attracting  private  capital  investment,  includ- 
ing American  investment,  to  their  economy. 
They  have  rapidly  expanded  foreign  trade,  in- 
cluding trade  with  the  United  States,  l^ey  have 
made  active  use  of  new  sources  of  fiinding  such 
as  the  International  Bank  for  Reconstruction 
and  Development,  the  Export-Import  Bank, 
and  the  Asian  Development  Bank.  This  flexible 
and  active  posture  has  worked  to  the  benefit 
of  the  Korean  people. 

This  record  of  success  in  the  midst  of  danger 
is  one  which  the  American  people  find  par- 
ticularly impressive  and  inspiring.  I  would 
emphasize  that  point.  And  the  reason  that  your 
success  is  so  well  known  and  so  widely  adniired 
in  this  country  lies,  I  believe,  in  the  special 
quality  of  our  relationship  with  the  South 
Koreans.  After  all,  American  soldiers  and 
Korean  soldiers,  thousands  upon  thousands  of 
them,  fought  and  died  side  by  side  in  battle  al- 
most 20  years  ago.  We  came  through  that 
enormous  trial  together — and  we  have  stayed 
together  during  the  long  years  when  the  fight- 
ing had  ended  but  the  state  of  hostility  had  not. 

Having  won  the  peace  together,  we  have 
worked  together  to  maintain  that  peace.  To- 


gether we  have  stood  guard  along  the  Kor»»» 
border  for  16  years.  Together  we  have  reeiajj 
harassment  from  the  North  during  the  U«^ 
years.  Together  we  have  discovered  that  t]Z 
danger  from  the  North  has  only  stiffened  oo^ 
resolve.  And  we  know  that  we  cannot  be  shak^ 
that  we  will  not  be  intimidated,  shoulH  »hZ_ 
ever  be  any  renewal  of  such  activity.         ^^ 

And  we  stand  together  now  in  Viet-Nam.  1» 
fact,  after  the  Vietnamese  themselves  and  0^ 
Americans,  there  are  more  soldiers  from  Kot^ 
in  Viet-Nam  than  from  any  other  country.  Xj^ 
two  Korean  divisions,  the  Tiger  Division  aj^ 
the  White  Hopw  Division,  have  earned  an  n^, 
standing  reputation.  They  have  won  the  resp«^ 
and  admiration  of  all  who  know  their  record. 
They  have  brought  great  honor  to  the  Kor^^ 
people. 

As  a  result  of  all  these  factors,  the  shared  sqo. 
cesses  and  the  shared  risks,  a  special  feeling  baa 
grown  up  between  our  people.  There  is  a  aei^ 
that  each  of  us  has  a  stake  in  the  other's  wjfl. 
being;  we  care  about  one  another,  and  we  f«al 
a  sense  of  responsibility  toward  one  another. 

What  joins  us,  then,  is  what  President  Par^ 
described  on  an  earlier  visit  to  this  country  as  *^ 
bridge  of  friendship  and  faith."  That  put*  it 
very  well.  I  look  forward  to  our  talks  on  tha 
occasion,  for  I  regard  them  as  a  means  of  making 
that  bridge  even  stronger  and  more  secure  m 
that  our  realm  of  shared  experience  can  beoooa 
even  greater  in  the  months  and  years  ahead. 

Exchange  of  Remarks 

White  Boom  pren  rriraM  (CrlMy  ridd.  S*ii  Franclaco,  CaBt) 
dated  AuKUSt  21 

President  Nixon 

Mr.  President :  It  is  a  very  great  honor  for 
me  to  welcome  you  and  Mrs.  Park  and  the  mem- 
bers of  your  party  to  the  United  States  of 
America. 

And  it  is  particularly  significant  that  you  an 
being  welcomed  in  the  State  of  California  and 
in  the  city  of  San  Francisco.  I  am  proud  that,  il 
President  of  the  United  States,  the  first  welcomi 
to  a  head  of  state  outside  of  Washington,  D.G, 
is  in  my  home  State  of  California  for  the  Presi- 
dent of  Korea. 

It  is  particularly  appropriate  that  this  should 
be  so;  because  California  looks  to  the  Pacific, 
and  San  Francisco  for  over  100  years  has  been 
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known  as  the  Guteway  to  the  Orient.  But  your 
yiait  to  o\ir  country  has  significance  far 
beyond  these  historical  and  geographical 
considerations. 

It  was  16  years  ago  that  the  war,  in  which 
Americans  fought  side  by  side  with  Republic 
of  Korea  soldiers,  came  to  an  end-  I  visited 
Korea  in  the  winter  of  1953,  and  I  saw  there  a 
country  where  25  percent  of  the  people  were 
homeless  and  where  many  outside  observers 
tlu)nght  that  the  people  of  Korea  could  never 
come  back. 

But  in  these  16  years  we  have  seen  a  remark- 
able progress  which  has  excited  the  admiration 
tnd  respect  of  the  people  of  the  United  States 
•nd  all  the  people  of  the  world. 

The  Republic  of  Korea  maintains  armed 
forces  that  are  strong  enough  to  assume  the 
najor  share  of  the  responsibility  for  defending 
Korea  against  the  threat  from  the  North. 
K  And  we  are  also  keenly  aware  of  the  fact  that 
Am  Republic  of  Korea,  next  to  the  United 
States  of  America,  furnishes  more  men  fighting 
fcl  South  Viet-Nam  than  any  other  nation, 
ttnpt  for  the  South  Vietnamese  themselves- 
^  We  are  grateful  for  the  sacrifices  that  are 
••de  there  by  the  50,000  men  from  South  Korea. 
Bat  we  also  have  tremendous  respect  for  the  fact 
«t,  despite  the  military  burdens  that  the  Re- 
iJpWic  of  Korea  must  bear,  economic  progress 
pt  moved  forward  at  a  dimension  no  one 
■WQght  was  possible. 

f^*«e  Republic  of  Korea  has  received  aid  from 
•^nit^  States  of  Anaerica ;  but  the  people 
*■  Korea  are  determined  that  they  wiU  stand  on 
own  feet,  and  their  economy  has  moved 
'  to  the  point  where  they  can  look  to  the 
^ere  they  wlU  be  able  to  stand  on  their 
fk  a"  ^*'^°"*'  outside  aid. 
?Ai»a  80,  Mr.  President,  because  of  this  record, 
^of  our  association  together  in  war,  be- 
'  ®*  our  working  together  in  peace,  and  be- 
'  «e  people  of  the  Republic  of  Korea  have 
™*|r^ted  a  spirit,  a  courage,  in  war  and 
^which  has  brought  admiration  from  our 
'  *nd  people  throughout  the  world,  we 
••you  especially  with  a  warm  heart  on 
^^  beautiful  day  in  San  Francisco. 
•*«  proud  to  have  stood  together  with  a 
^self-reliant  people  in  the  past,  and  we 
«•  proud  to  stand  together  with  you  and 
P*»Ple  in  the  future. 


President  Park 

On  behalf  of  the  Government  and  the  people 
of  the  Republic  of  Korea,  I  wdsh  to  express  my 
deep  appreciation  to  President  and  Mre.  Nixon 
for  the  kind  invitation  extended  to  Mrs.  Park 
and  me.  I  would  also  like  to  thank  the  Mayor 
and  the  citizens  of  this  beautiful  city  of  San 
Francisco  for  their  warm  welcome.  And  I  have 
particular  pleasure  in  again  visiting  this  great 
country  which  has  so  recently  succeeded  in  plac- 
ing the  first  men  on  the  moon. 

I  think  it  very  significant  that  our  meetings 
will  take  place  in  the  city  of  San  Francisco, 
the  birthplace  of  the  United  Nations,  a  city 
which  has  knitted  a  special  relationship  with 
Asia  and  the  Pacific,  a  city  which  has  developed 
such  close  historical  ties  with  Korea  as  to  be 
mentioned  frequently  in  the  history  of 
our   independence  movement. 

Mr.  President,  I  am  pleased  to  say  that  we  are 
in  accord  with  the  Asian  policy  which  you  have 
recently  put  forth.  I  am  sure  the  meetings  here 
will  provide  us  with  an  excellent  opportunity 
for  a  full  exchange  of  views  concerning  Korea 
and  Viet-Nam,  both  of  which  remain  under 
constant  Communist  threat,  and  also  concern- 
ing problems  of  Asia  and  the  Pacific  as  a  whole. 

Citizens  of  the  United  States  who  are  here  to 
welcome  us,  I  wish  to  take  this  opportunity  to 
convey  the  deep  appreciation  of  the  Korean 
people  to  you  for  the  genuine  friendship  and 
unsparing  support  which  you  have  extended  to 
the  Korean  people  in  our  efforts  to  defend  our- 
selves and  to  achieve  economic  reconstruction  of 
our  homeland,  the  Republic  of  Korea. 

Thank  you. 


EXCHANGE  OF  TOASTS 


White   House    press    release    (San    Franplaco,    Callt)    dated 
Angnst  21 

President  Nixon 


I  would  like  to  speak,  not  simply  in  my  ca- 
pacity as  head  of  state  and  head  of  government 
officially  welcoming  another  head  of  state  and 
head  of  government,  whose  friendship  we  value, 
but  I  would  like  to  speak  fron>  the  hearts  of 
all  of  the  American  people  to  the  people  of 
Korea. 

And  I  would  like  to  teU  this  audience  what 
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Korea  means,  what  it  means  to  me,  what  I  think 
it  means  to  America  and  to  the  world. 

Korea,  first,  is  a  land  much  like  California,  a 
thousand  miles  of  mountains  and  rivers  and 
valleys.  Korea  is  a  land  which  is  very  varied 
in  its  climate  and  in  its  physical  conditions. 

Korea,  to  many  in  the  United  States,  means  a 
war,  a  war  that  was  difficult,  a  war  that  cost 
casualties,  a  war  that  was  controversial.  But 
we  should  think  of  Korea  tonight  in  a  different 
sense  because,  as  President  Park  has  often  re- 
minded us  each  time  he  comes  to  the  United 
States,  he  speaks  of  a  different  Korea. 

Korea  today  should  mean  to  America  and  to 
the  world  these  things :  One,  it  means  courage. 
In  all  of  the  world — and  I  have  been  to  most  of 
the  countries  in  the  world — there  are  no  people 
more  courageous  than  the  people  of  Korea. 

They  proved  their  courage  fighting  for  their 
own  freedom  in  a  war  that  ended  16  years  ago. 
They  are  proving  it  by  fighting  alongside  the 
persons  of  the  United  States  and  those  of  South 
Viet-Nam  and  other  countries  in  the  war  in 
Viet-Nam,  with  50,000  Koreans  there.  And  they 
prove  it  by  maintaining  one  of  the  largest 
armed  forces  in  the  world  in  defense  of  the 
threat  which  is  posed  against  them  in  the  North. 

And  this  kind  of  courage  Americans  admire. 
Korea  means  courage,  therefore,  to  us. 

Korea  also  means  friendship  and  alliance  in 
the  deepest  sense,  not  the  friendship  and  alli- 
ance simply  of  words  but  the  friendship  and 
alliance  which  goes  beyond  that  and  which  in- 
volves cooperation  not  just  in  a  war  in  Viet- 
Nam,  but  in  building  the  new  collective  arrange- 
ments in  Asia  which  are  so  important  to  peace 
ill  the  Pacific. 

And  as  all  of  the  people  in  this  audience, 
particularly  in  this  audience,  particularly  from 
California,  will  realize,  peace  in  the  Pacific 
is  essential  if  we  are  going  to  have  peace  in  the 
world.  Because  we  must  remember  that  the  wars 
that  we  have  been  engaged  in  in  the  last  quar- 
ter of  a  century  on  three  occasions  came  from 
the  Pacific. 

But,  finally,  Korea  today  means  something 
else  that  we  need  to  be  reminded  of.  It  means 
self-reliance.  It  means  self-respect.  It  means 
independence.  You  see  it  in  the  faces  of  the 
Korean  people  when  you  go  to  that  country. 

You  see  it  in  the  faces  of  that  wonderful 
children's  choir,  the  orphans  choir,  when  they 
come  to  America  and  sing  so  beautifully  that 


the  tears  come  to  your  eyes  when  you  thinv 
what  they  have  been  through  and  yet  how  h» 
they  can  be  despite  all  of  that.  **l^ 

And  you  see  it  when  you  realize,  as  I  reali^j 
on  every  occasion  today,  that  Korea  is  a  oqb!/ 
try  which  has  received  aid  from  the  tW^ 
States,  but  a  country  that  wants  to  develoot?. 
ability  to  stand  on  its  own  feet  on  occ»J^ 
after  occasion.  The  President  has  expr^sed^S^ 
appreciation  of  the  Korean  people  for  the  S 
they  have  received  from  the  United  SUt««,     j 

And  my  answer  is  this :  We  have  aided  octa 
100  countries  over  the  last  25  years.  Sotnelg 
those  programs  have  been  successes;  idoi«  3 
them  have  been  failures.  But  there  is  one  in^ 
lesson.  All  of  the  aid  in  the  world  will  not  hS 
the  people  who  are  unable  or  unwilling  to  hS 
themselves.  And  the  people  of  Korea  ai«  g^ 
only  willing  to  help  themselves,  they  insist  «■ 
helping  themselves.  j 

And  despite  their  immense  military  bud^j 
they  are  developing  economically  in  a  remai%!i 
ably  effective  way  so  that  the  time  is  now  n«aiw 
ing  when  they  will  proudly  be  able  to  stand  «% 
their  own  two  feet  economically  without  am 
assistance  from  the  United  States  or  any  otb^ 
nation.  ^ 

So  these  qualities  are  what  we  think  of  or  I 
think  of  when  I  think  of  Korea :  courage,  trot 
friendship  and  alliance,  and  self-reliance-— edf. 
reliance  which  is  so  important  for  the  cbaracUe 
of  a  great  people.  ; 

In  proposing  a  toast  to  the  President  of  Kor«i,' 
I  have  been  reminded  that  there  is  a  saying  ia 
Korea  which  goes  like  this :  The  times  in  whit^ 
we  live  are  most  trying,  but  may  the  time  ccam 
when  peace  and  prosperity  will  finally  come  to 
those  thousand  miles  of  mountains  and  rivot 
on  which  we  live. 

That  is  what  we  feel  about  Korea  tonight. 
We  want  peace  and  prosperity  for  Korea,  for 
all  the  nations  of  the  world ;  and  so,  from  our 
hearts,  I  know  all  will  want  to  join  me  tonigbt 
in  raising  our  glasses  to  that  peace  and  pn*« 
perity  for  the  people  of  Korea  and  to  the  Pre^^ 
dent  of  Korea  and  to  Mrs.  Park :  the  PresideoL 

i 

President  Park 

It  is  a  great  honor  for  me  to  have  received 
such  warm  and  splendid  welcome  and  hospi- 
tality here  in  this  beautiful  city  of  San  Fran- 
cisco today.  And  I  would  like  to  express  my 
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l^est  admiration  again  to  the  American 
jUople  for  their  greatest  achievement  of  all, 
^  landing  of  the  first  men  on  the  moon. 
tMy  heartfelt  congratulations  are  also  ex- 
Bided  to  President  Nixon  for  the  remarkable 
Bplomatic  success  he  has  achieved  for  world 
ptce  through  his  recent  visit  to  a  mmiber  of 
lontries  of  the  world. 

On  behalf  of  the  Government  and  people  of 
Republic  of  Korea,  I  would  like  to  take  this 
flportunity  to  express  my  deep  appreciation 
the  Government  and  people  of  the  United 
es  for  their  unfailing  support  to  the  cause 
freedom,  independence,  security,  and  pros- 
ity  in  Korea. 

'I  am  most  pleased  to  inform  you  that  your 
leers  and  men  in  Korea  are  discharging  their 
ities  in  the  most  superb  way  today  as  in  the 
I  standing  guard  side  by  side  with  my  fellow 
trymen  in  uniform  along  the  demilitarized 
I  extend  my  personal  thanks  and  highest 
to  those  American  youths  for  their  dis- 
kuished  service  in  Korea. 
U  this  very  moment,  the  Republic  of  Korea 
Itriving  hard  for  its  own  progress  while 
fcrding  the  defense  line  along  the  demili- 
fed  zone.  All  Koreans  are  working  vig- 
y  toward  strengthening  the  national  de- 
on  the  one  hand,  and  the  realizing  of  the 
c  self-sufficiency  on  the  other, 
remarkable  progress  achieved  so  far  by 
Republic  of  Korea  is  the  result  of  efforts 
Korean  people,  who  are  receiving  assist- 
coupled  with  the  friendship  of  the  Ameri- 
People,  who  are  rendering  assistance.  I  think 
*lus  is  not  only  a  matter  of  pride  for  the 
people,  but  also  for  the  American  peo- 
^^  we  are  happy  with  and  proud  of  the 
*^t  we  have  demonstrated  the  immense 
which  has  been  generated  from  the 
•^operation  between  our  two  countries. 

I  and  gentlemen,  we  are,  however,  still 

^•^th  certain  elements  who,  out  of  jeal- 

•^  oar  splendid  achievement,  threaten  to 

»^^  every  opportunity,  what  we  have 

'ed  through  our  joint  efforts.  They 

▼ety  aggressive  North  Korean  and  Com- 

who  continue  to  commit  bellicose  acts 

ion  and  infiltration,  constantly  seek- 

^^P^rtunity  for  renewed  aggression. 

^^cose  North  Korea  has  gained  not 

^^•^  of  our  free  land  despite  their  cease- 

^Pts.  It  is  because,  in  my  belief,  of  the 


stanch  anti-Communist  stance  of  the  Korean 
people,  together  with  the  firm  determination  of 
the  United  States  to  defend  Korea,  that  we  have 
prevented  this. 

I  take  this  opportunity  to  pay  my  sincere 
tribute  to  the  memory  of  those  young  officers 
who  have  sacrificed  themselves  for  the  peace  in 
Korea  and  its  neighboring  areas.  My  deepest 
sympathy  goes  to  their  bereaved  families.  I 
have  no  doubt  that  the  noble  sacrifices  for  peace 
will  shine  increasingly  brighter  in  the  pages  of 
history  of  mankind  and  be  long  remembered  by 
us  all. 

Ladies  and  gentlemen,  it  is  our  fervent  desire 
that  peace  must  be  restored  as  early  as  possible, 
not  only  in  Korea,  but  in  every  comer  of  the 
world,  especially  in  Viet-Nam.  This  is  the  rea- 
son why  I  have  deep  imderstanding  of,  and  give 
full  support  to,  the  endeavors  of  President 
Nixon  to  settle  the  Vietnamese  conflict  and  to 
restore  peace  in  Viet-Nam  as  early  as  possible. 
And  this  is  why  the  Republic  of  Korea  spares 
no  effort  in  cooperating  in  the  cause  of  peace. 

Frankly  speaking,  I  realize  through  my  own 
experience  that,  as  far  as  Communists  are  con- 
cerned, there  can  be  no  peace  as  we  understand 
it.  Theirs  in  reality  is  no  more  than  a  peace 
in  disguise  during  which  they  prepare  for  a 
larger  scale  aggression. 

Through  my  own  long  experience  in  dealing 
with  Communists  in  i^a,  I  am  firmly  con- 
vinced that  the  only,  and  the  best,  way  to  re- 
store peace  in  the  region  is  to  convince  the  Com- 
munists of  our  superior  strengths  which  they 
cannot  defeat  so  that  they  may  abandon  their 
futile  theme  of  aggression. 

It  is  because  of  this  belief  that  at  every  oppor- 
timity  I  have  emphasized  the  importance  of 
the  principle  of  responsive  actions  in  our  deal- 
ings with  the  Conmaunists. 

I  can  only  hope  that  our  honest  effort  for 
peace  will  eventually  be  accepts  in  good  faith 
by  the  Communists  and  that  they  will  abandon 
their  usual  method. 

Ladies  and  gentlemen,  today  there  is  an  up- 
surging trend  toward  self-determination  and 
self-dependence  among  free  nations  in  Asia, 
who  are  endeavoring  to  attain  progress  and 
prosperity  through  their  own  initiatives  and 
efforts. 

This  outlook  and  vigorous  effort  on  the  part 
of  the  Asian  people  are  throwing  a  brilliant 
new  light  on  the  paths  toward  a  new  era  in 
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Asia.  They  are  giving  greater  hope  and  en- 
couragement t4>  the  prospect  of  world  peace. 

Despite  such  a  new  hope  in  Asia,  however, 
there  still  lie  serious  obstacles  in  the  way.  And 
these  are,  I  must  point  out  once  again,  the 
Communist  threats. 

Under  these  circumstances,  the  time  has  now 
come  for  free  nations  in  Asia  to  imite  and  work 
together  for  the  common  objective  of  prosper- 
ity. I  believe  that  it  is  now  time  for  you  to  take 
resolute  action  toward  this  end. 

I  am  convinced  that  regional  security  and 
prosperity  can  be  achieved  by  the  nations  of  the 
region  themselves  if  they  unite,  cooperate,  and 
endeavor  together  more  closely  for  the  attain- 
ment of  tliese  common  objectives. 

I  believe  \yhat  President  Nixon  has  empha- 
sized in  his  new  Asian  policy  is  this  very  spirit 
of  self-dependence  in  Asia  which  calls  for  the 
initiative  of  Asians  themselves  in  shaping  their 
own  destiny. 

Asia  for  Asians,  and  the  United  States  will 
not  abandon  Asia  but  continue  to  remain  there 
as  an  Asian  and  Pacific  power  to  assist  Asians 
in  their  own  effort  for  the  development  of  their 
region  and  will  honor  the  commitment  made  to 
the  area. 

This  underljring  theme  of  President  Nixon's 
policy,  will,  I  am  pleased  to  say,  have  our  whole- 
hearted support. 

In  my  view,  the  President's  policy  has  laid 
emphasis  on  the  two  aspects :  the  responsibility 
of  the  Asians  themselves  and  the  role  of  the 
United  States  in  regional  cooperation.  And  I 
firmly  believe  that  this  policy  will  contribute 
positively  to  self-dependence  of  Asia  and  will 
help  Asians  realize  well-being  in  the  region 
through  a  higher  degree  of  cooperation. 

I  think  the  Asians  as  well  as  the  United  States 
people  should  bear  in  mind  that  only  when  the 
initiatives  and  efforts  of  the  Asians  themselves 
and  the  United  States  cooperation  are  well  co- 
ordinated and  balanced  together,  so  as  to  meet 
the  needs  of  Asia  in  an  effective  way,  can  we 
expect  a  great  effect  from  the  new  approach  of 
the  United  States  for  the  stability  and  progress 
of  this  region. 

But  should  these  efforts  become  imbalanced 
for  want  of  a  positive  effort  on  the  part  of 
either  side,  new  disturbances  and  threats  will 
inevitably  recur  in  this  region. 

Citizens  of  the  great  United  States  who  have 
sent  men  to  the  moon,  I  would  like  to  ask  you 


to  join  me  now  in  a  toast  to  the  continued 
health  and  happiness  and  success  of  the  pS' 

1 


dent  and  Mrs.  Nixon. 


EXCHANGE   OF   REMARKS,  AUGUST  22 


Wblte    House    pr«M    release    (San    Pranctaco    Calif  > 
August  22  ^^-»   Ai^ 

President  Nixon 

Mr.  President,  as  we  complete  our  talU  « 
wish  to  express  appreciation  to  you  for  oa^L 
to  the  United  States  and  for  giving  me  tbe^Z 
fit  of  your  views,  not  only  on  the  t«1^^ 
between  our  two  countries  but  also  on  TTfiS 
States  policy  generally  in  the  Pacific  and  in  a 
Asian  area.  . 

I  have  found  these  talks  most  helpful.  Ai^i 
am  sure  that  not  only  are  we  going  to  contiai 
to  have  the  relations,  the  good  relations,  we  }^m 
had  in  the  past  between  the  Republic  of  Kon 
and  the  United  States  but  that  U.S.  underst«aJ 
ing  of  the  great  forces  now  at  play  in  AA 
forces  that  will  shap)e  the  future  for  the  ^ 
third  of  this  century — ^that  that  understands 
has  been  increased  as  a  result  of  having^ 
benefit  of  your  views.  |{ 

And  finally,  I  want  to  say  that  I  look  Iq 
ward,  during  my  term  of  office,  at  some  tinw|| 
returning  to  Korea  and  of  visiting  your  o 
try  again  and  in  seeing  you  and  Mrs.  Park  agi| 
at  that  time. 


President  Park 

I  wish  to  take  this  opportunity  once  again  t 
express  my  most  sincere  appreciation  to  Pnd 
dent  and  Mrs.  Nixon  for  their  cordial  invitatia 
and  also  to  express  my  wholehearted  appredi 
tion  for  the  warm  welcome  which  has  been 
tended  by  the  President  and  Mrs.  Nixon  ill 
the  citizens  of  the  United  States. 

During  my  talks  with  President  Nixon,  i 
the  talks  between  our  ministers  concerned, 
have  been  able  to  exchange  most  candid 
of  the  matters  of  mutual  concern  and  inteml 
I  am  very  pleased  and  satisfied  with  the 
ference  and  discussion  we  have  had  so 
And  I  am  sure  this  meeting  will  even  fuithl 
strengthen  the  cordial  and  amicable  relationdiij 
which  we  have  enjoyed  in  the  past  I  am 
glad  that  President  Nixon  has  accepted  my 
vitation  to  visit  the  Republic  of  Korea 


nm; 
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I  could  have  the  opportunity  to  reciprocate  the 
hospitality  that  we  have  been  accorded  dviring 
oar  visit  here  ia  San  Francisco. 

And  I  hope  that  you  gentlemen  here  would 
also  accompany  President  Nixon  when  he  visits 
Korea,  and  we  would  like  to  reciprocate  the 
courtesy  to  you,  also. 

Thank  you  v    -  much. 


nXT  OF  JOINT    STATEMENT 

WUta  Hoase  press  release  (San  Francisco,  Calif.)  dated 
Aacutt  22 

At  the  invitation  of  His  Excellency  Presi- 
dent Richard  Nixon  of  the  United  States  of 
America,  His  Excellency  President  Park 
Chung  Hee  of  the  Republic  of  Korea  and  Mrs. 
Park  visited  San  Francisco  August  21  and  22, 
lfi69.  The  meetings  of  the  two  Presidents  took 
place  in  an  atmosphere  of  warm  cordiality 
Inflecting  the  close  and  long-standing  relation- 
ibip  between  the  United  States  and  the  Repub- 
So  of  Korea. 

■  The  two  Presidents  agreed  that  a  new  era  is 
bBginning  in  Asia  marked  by  the  increasing 
•rength  and  prosperity  of  most  Asian  coun- 
bi«8.  They  aflirmed  that  these  coimtries  are  in- 
•••aingly  contributing  to  the  security  of  the 
MmA  Aiian  and  Pacific  region  as  well  as  to  their 
••n  security.  They  agreed  on  the  desirability 
•I  strengthening  existing  organizations  and  in- 
i*itutions  for  East  Asian  and  Pacific  regional 
•operation. 

;  President  Park  gave  an  account  of  continu- 
•f  acts  of  aggression  committed  by  the  North 
wean  communist  regime  against  the  Repub- 
fcof  Korea.  The  two  Presidents  agreed  that 
■•Pjiblic  of  Korea  forces  and  American  forces 
■*^oned  in  Korea  must  remain  strong  and 
*<t  and  the  two  Presidents  reaffirmed  the 
■'^Taiination  of  their  Governments  to  meet 
■^^  attack  against  the  Republic  of  Korea  in 
f**danc8  with  the  Mutual  Defense  Treaty 
52^  the  Republic  of  Korea  and  the  United 

r^«sident  Nixon  and  President  Park  took 
^^Vj*'  ^®  newly  formed  Homeland  Reserve 
y^^^  Force  as  a  contribution  to  the  security 
rji"J*^ility  of  Korea.  They  agreed  that  sup- 
Clij^ ^«  Homeland  Reserve  Defense  Force 
rg«  be  continued. 
fe     ■•  two  Presidents  recognized  the  necessity 


for  long-term  efforts  to  lessen  the  causes  of 
tension  on  the  Korean  peninsula. 

The  two  Presidents  agreed  that  allied  nations 
should  continue  to  work  toward  securing  an 
honorable  and  lasting  peace  in  Vietnam  and 
they  reaffirmed  the  right  of  the  Vietnamese 
people  to  determine  their  own  future  without 
external  interference  or  intimidation.  President 
Park  expressed  agreement  with  the  proposals 
put  forth  by  President  Nixon  on  May  14, 1969.' 
President  Nixon  expressed  appreciation  to 
President  Park  for  the  contribution  which  the 
valiant  troops  of  the  Republic  of  Korea  are 
making  in  Vietnam  and  agreed  that  the  United 
States  would  continue  to  consult  closely  with 
the  Republic  of  Korea  and  its  other  allies  con- 
cerning the  situation  in  Vietnam. 

President  Park  expressed  the  gratitude  of  his 
countrymen  for  the  consistent  efforts  of  the 
United  States  on  behalf  of  Korea's  independ- 
ence, freedom  and  economic  reconstruction  both 
in  war  and  peace. 

President  Park  conveyed  to  President  Nixon 
the  congratulations  of  the  Korean  people  for 
the  great  achievement  of  Apollo  11  which 
marked  a  new  chapter  in  the  history  of  man- 
kind by  landing  men  on  the  moon  and  expressed 
his  desire  that  this  accomplishment  would 
add  new  momentum  to  the  common  efforts  of 
all  nations  in  realizing  a  better  world  where  all 
mankind  would  enjoy  lasting  peace  and 
prosperity. 

President  Nixon  expressed  his  admiration  for 
the  rapid  and  remarkable  progress  of  the  Repub- 
lic of  Korea  in  economic,  social  and  other  fields 
in  recent  years  under  President  Park's  leader- 
ship. President  Park  reaffirmed  that  Korea's 
economic  goal  is  self-sufficiency  and  President 
Nixon  expressed  the  intention  of  the  United 
States  Government  to  continue  to  cooperate 
with  the  Government  of  the  Republic  of  Korea 
in  its  efforts  to  promote  international  trade 
and  to  attain  an  even  higher  levfel  of  economic 
development.  President  Nixon  affirmed  the 
readiness  of  the  United  States  Government  to 
continue  to  extend  technical  cooperation  for 
further  development  of  science  and  industry  in 
the  Republic  of  Korea.  The  two  Presidents  rec- 
ognized that  investment  in  Korea  of  United 
States  private  capital  and  joinC  ventures  be- 


*For  President  Nixon's  address  to  the  Nation  on 
May  14,  see  Bumnw  of  Jane  2,  1969,  p.  457. 
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tween  United  States  and  Korean  enterprises  are 
mutually  beneficial. 

The  two  Presidents  pledged  themselves  to  a 
continuation  of  the  close  cooperation  which  has 
characterized  relationships  between  the  two 
Governments  in  keeping  with  the  mutual 
friendship  forged  on  the  fields  of  battle,  first 
in  Korea  and  now  in  Vietnam. 

President  Park  expressed  his  deep  apprecia- 
tion to  President  Nixon,  the  Government  of  the 
United  States  and  the  Mayor  and  citizens  of 
San  Francisco  for  the  warmth  of  their  recep- 
tion and  for  the  courtesies  extended  to  him  and 
his  party  during  the  visit. 

President  Park  cordially  invited  President 
Nixon  to  visit  the  Republic  of  Korea  and  Presi- 
dent Xixon  accepted  the  invitation  with  pleas- 
ure. They  agreed  that  the  visit  would  take 
place  at  a  time  of  mutual  convenience. 
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15.  Senator  Tydings*  remarks  on  "Implementing  the  Guam  Doctrine:  The  Case 
for  Withdrawing  U.S.  Troops  From  Korea,"  Congressional  Record,  April  9, 
1970,  pp.  S5514-S5517 


IMPLEMENTING  THE  GUAM  DOC- 
TRINE: THE  CASE  FOR  WITH- 
DRAWING U.S.  TROOPS  FROM 
KOREA 

Mr.  TYDINGS.  Mr.  President,  in  his 
inaugural  address  14  months  ago,  Presi- 
dent Nixon  announced  his  determination 
to  lead  this  Nation  out  of  a  period  of 
confrontation  in  international  affairs 
and  into  an  "era  of  negotiation." 

Six  months  later  in  Guam,  the  Presi- 
dent offered  a  more  concise  explanation 
of  how  this  new  doctrine  would  be  im- 
plemented in  Asia.  Henceforth,  he  de- 
cleared,  the  United  States  would  expect 
its  allies  in  Asia  to  accept  the  primary 
responsibility  of  providing  the  manpower 
for  their  own  defense.  The  United  States 
would  confine  its  role  in  the  Pacific  to 
the  provision  of  a  nuclear  shield,  and  the 
furnishing  of  military  and  economic  as- 
sistance to  Asian  nations  threatened 
with  external  aggression. 

To  the  extent  that  such  policy  state- 
ments serve  as  the  basis  for  future  U.S. 
actions,  they  are  certainly  welcome.  Had 
we  pursued  the  course  they  prescribe 
6  years  ago,  we  could  have  avoided  our 
entrapment  in  Vietnam  and  the  terrible 
price  in  blood  and  treasure  that  tragic 
war  has  exacted. 

PAILUBE    TO    APPLY    THE    GUAM    DOCTRINE 

However,  this  Nixon  Doctrine  has 
failed  so  far  to  address  the  problem  of 
the  consequences  of  our  past  military 
involvements  and  intei*ventions  in  the 
Pacific:  The  more  than  two-thirds  of  a 
million  American  troops  that  remain  de- 
ployed today  on  the  Asian  mainland  and 
in  the  surrounding  areas.  In  focusing  on 
the  need  to  move  from  a  period  of  con- 
frontation to  an  era  of  negotiation,  this 
new  doctrine  has  failed  to  grapple  with 
our  ultimate  objective  in  Asia:  U.S. 
military  extrication. 

Vietnamization,  the  label  our  present 
Vietnam  policy  bears,  is  a  program  for 
deescalating  U.S.  participation  in  that 
Southeast  Asian  conflict.  The  President 
has  indicated  he  hopes  to  withdraw  all 
U.S.  ground  forces  from  Vietnam  by  the 
end  of  this  year;  a  hope  that  sadly  grows 
more  remote  with  each  request  for  delay 
from  the  Pentagon. 

But,  whatever  the  schedule,  Vietnami- 
zation is  not  a  policy  for  total  U.S.  mili- 
tary extrication  from  Vietnam.  Secre- 
tary of  Defense  Laird  has  made  it  clear 
in  testimony  before  the  Congress  that 
the  administration  contemplates  keep- 
ing 100,000  to  200,000  American  military 
personnel  in  Vietnam  indefinitely  in  ad- 
visory and  support  capacities,  at  a  cost 
not  only  of  continuing  American  casual- 


ties, but  also  of  billions  of  dollars  each 
year. 

At  no  point  does  this  policy  of  Viet- 
namization, as  annunciated  to  date,  de- 
scribe the  conditions  that  would  permit 
the  complete  withdrawal  of  U.S.  Armed 
Forces  and  indicate  what  we  intend  to 
do  to  secure  those  conditions. 

In  short,  Vietnamization  lacks  a  plan 
and  a  timetable  for  ending  the  U.S.  mili- 
tary presence  in  South  Vietnam.  For  all 
we  know,  1980  will  find  200,000  U.S. 
troops  at  a  cost  of  $10  billion  a  year  still 
stationed  in  and  around  Saigon. 

In  addition  to  the  450,000  U.S.  troops 
currently  stationed  in  Vietnam,  there 
are  approximately  55,000  U.S.  troops  in 
Korea,  50,000  U.S.  troops  in  Thailand, 
100,000  U.S.  troops  in  Japan,  Okinawa, 
Guam,  and  the  Trust  Territories,  30,000 
U.S.  troops  in  the  Philippines,  and  as  we 
recently  discovered,  a  number  of  U.S. 
military  personnel  in  Laos.  This  comes 
to  a  total  of  more  than  685,000  U.S. 
troops  and  military  personnel  stationed 
in  Asia  today. 

Many  of  these  troops  appear  to  be  per- 
manently stationed  in  the  Pacific.  To  the 
best  of  my  knowledge,  no  plans  with 
timetables  currently  exist  for  withdraw- 
ing these  troops  and  bringing  them 
home. 

This  is  particularly  disturbing  in  view 
of  the  persuasive  evidence  which  sug- 
gests that  a  large  number  of  them  could 
be  brought  home  this  year  with  no  sig- 
nificant effect  on  our  security  or  that 
of  our  Asian  allies. 

koeea:  a  case  in  point 

South  Korea  provides  an  excellent  ex- 
ample of  an  Asian  nation  in  which  we 
could  begin  Immediately  implementing 
the  Guam  doctrine. 

At  present,  there  are  55,000  U.S.  troops 
in  Korea  organized  principally  into  two 
divisions.  As  I  shall  seek  to  demonstrate 
in  the  remainder  of  my  remarks,  at  least 
one  of  those  U.S.  divisions  could  be  with- 
drawn this  year  at  a  saving  of  $250  mil- 
lion and  numerous  American  lives  with- 
out significantly  weakening  either  the 
defenses  of  South  Korea  or  our  ability 
to  deter  a  possible  attack  on  the  south 
from  North  Korea  or  China. 

Let  us  review  the  relevant  arguments. 

U.S.   troops   not  needed  for  ROlt  DEFENSE 

First,  South  Korea  today,  without  the 
assistance  of  any  U.S.  ground  forces, 
possesses  the  military  manpower  and  re- 
sources to  handle  any  invasion  threat 
North  Korea  could  pose  in  the  forseeable 
future,  providing  U.S.  air  support  is  con- 
tinued. 

The  south  contains  a  population  of  31 
million  compared  to  a  population  in  the 
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north  of  only  13  million.  In  1968.  the 
most  recent  year  for  which  data  Is  avail- 
able, South  Korea  recorded  a  gross  na- 
tional product  of  $5.2  billion;  the  North 
Korean  GNP  was  only  $2.8  billion.  And 
based  on  a  projection  of  current  growth 
rates,  this  disparity  in  the  economic  ca- 
pacity of  the  two  Koreas  will  increase 
in  the  decade  ahead. 

Last  year,  the  South  Korean  economy 
grew  an  incredible  13  percent,  a  rate 
more  than  three  times  the  growth  rate 
of  the  U.S.  economy.  At  the  same  time. 
avaUable  evidence  suggests  that  the 
North  Korean  economy  Is  stagnating. 
When  Gen.  Earle  G.  Wheeler,  Chairman 
of  the  Joint  Chiefs  of  Staff,  was  asked 
by  a  House  Appropriations  Subcommittee 
last  June  to  compare  the  two  Korean 
economies,  he  replied: 

As  you  know,  the  South  Kcwean  eoonomy 
has  burgeoned  over  the  past  several  years.  On 
the  contrary,  the  North  Korean  economy  Ifl 
practically  deeyd. 

This  economic  superiority  of  the  South 
is  increasingly  being  reflected  in  the  mili- 
tary balance  sheet  for  the  two  Koreas. 
South  Korea  now  boasts  a  total  armed 
force  of  620,000  men— the  third  largest 
army  in  the  free  world.  North  Korea,  on 
the  other  hand,  has  a  force  level  of  only 
384,000  men. 

Of  greater  long-term  military  signifi- 
cance is  the  fact  that  the  south  supports 
this  larger  force  with  a  defense  budget 
that  consumes  only  6  percent  of  Its  GNP. 
By  contrast,  the  North  Koreans  are  be- 
ing forced  to  devote  25  percent  of  their 
smaller  GNP  to  field  a  force  which  is 
only  60  percent  as  large  as  that  of  the 
south.  In  other  words,  the  south  is  in 
a  position  to  expand  Its  own  forces  con- 
siderably without  assuming  the  relative 
economic  burden  the  north  already  has 
incurred. 

Therefore,  given  the  greater  size, 
growth  rate  and  Industrial  capacity  of 
the  South  Korean  economy,  and  the  cur- 
rent advantage  the  South  holds  over  the 
North  with  respect  to  military  manpower, 
there  is  every  reason  to  believe  the  gov- 
ernment in  Seoul  currently  can  defend  its 
borders  against  a  North  Korean  attack 
without  the  assistance  of  U.S.  ground 
forces. 

Certainly,  the  south  possesses  the  mil- 
itary personnel  to  fill  any  gaps  the  re- 
moval of  one  U.S.  division  might  create 
out  of  existing  ROK  forces.  And  given 
the  excellent  training  and  fighting  abil- 
ity of  the  ROK  troops,  the  Americans 
could  be  replaced  without  any  significant 
sacrifice  In  combat  effectiveness-  par- 
ticularly if  the  departing  U.S.  troops  left 
their  weapons  arid  equipment  behind. 

If  Seoul  Is  reluctant  to  draw  on  ROK 


forces  currently  deployed  In  Korea  to  re- 
place departing  American  troops,  it  h&s 
several  other  options.  There  are  currently 
2y3  South  Korean  divisions — 50,000 
men — stationed  in  Vietnam.  Just  as  Vlet- 
namization  is  expected  to  permit  the  total 
withdrawal  of  VS.  ground  forces  from 
Vietnam  in  the  coming  year,  this  policy 
should  permit  the  withdrawal  of  South 
Korean  troops.  One  of  these  2V3  crack 
ROK  divisions  could  be  used  to  assimie 
the  positions  of  a  departing  American 
division  in  Korea. 

And,  if  Seoul  Is  opposed  to  bringing 
back  these  troops  from  Vietnam  or  sim- 
ply replacing  departing  U.S.  troops  with 
existing  ROK  forces.  South  Korea  has 
the  economic  resources  and  manpower 
pool  to  create  and  equip  one  new  divi- 
sion. Of  the  305,373  men  eligible  for  the 
South  Korean  draft  last  year,  only  180,- 
000  or  58  percent  were  Inducted.  Surely, 
another  25.000  to  35.000  can  be  Inducted 
if  the  South  Koreans  believe  their  na- 
tional security  is  at  stake. 

North  Korea  has  been  able  to  meet  its 
armed  forces  needs  with  a  much  smaller 
manpower  potential  than  the  South  and 
without  recourse  to  Chinese  or  Soviet 
troops.  There  Is  no  reason  why  South 
Korea  should  not  be  able  to  meet  its  own 
needs  without  relying  on  U.S.  ground 
troops. 

It  should  be  noted  here  that  North 
Korea  does  enjoy  marked  air  superi- 
ority over  the  South.  Therefore,  any 
American  troop  withdrawals  from  Korea 
at  this  time  could  not  include  a  reduc- 
tion in  U.S.  tactical  air  power  in  the 
Pacific. 

So  far,  we  have  been  defining  Seoul's 
defense  needs  in  terms  of  a  possible 
North  Korean  attack.  Could  the  South 
stave  off  a  combined  North  Korean- 
Chinese  attack  unaided? 

The  answer  is  clearly  no.  But,  at  the 
same  time,  the  presence  of  one  or  two 
U.S.  divisions  on  Korean  soil  equipped 
for  conventional  warfare  hardly  would 
alter  the  outcome. 

An  effective  defense  against  a  massive 
Chinese  invasion — a  highly  unlikely 
event  given  the  risks  Peking  would  run  of 
nuclear  war  with  the  United  States — 
would  require  a  larger  U.S.  force  than 
that  now  deployed  in  Vietnam  and  prob- 
ably the  resort  to  nuclear  weapons. 

In  summary,  maintaining  two  U.S.  di- 
visions in  Korea  instead  of  one  cannot 
be  justified  in  terms  of  defense  require- 
ments. A  second  U.S.  division  Is  not 
needed  to  defend  against  a  North  Korean 
attack;  and  it  is  not  helpful  against  a 
Red  Chinese  attack, 
XT.s.  deterrkkt:  one  DrvisiON  as  good  as  two 

Second,   the  withdrawal  of  one  U.S. 
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division  from  Korea  -would  not  notice- 
ably diminish  the  deterrent  to  a  North 
Korean  or  Chinese  attack  provided  by 
America's  commitment  to  defend  South 
Korea  from  external  aggression. 

As  I  just  attempted  to  explain,  UJS. 
groimd  troops  in  South  Korea  are  not 
essential  to  the  actual  defense  of  that 
nation;  they  could  be  replaced  by  ROK 
forces  with  no  significant  degradation  of 
South  Korea's  defense  capability.  If  there 
is  any  case  to  be  made  for  the  continued 
deployment  of  U.S.  troops  in  Korea,  it  is 
In  terms  of  their  role  as  a  deterrent. 

There  is  no  question  that  the  station- 
ing of  U.S.  ground  forces  in  South  Korea 
is  a  very  direct  way  of  warning  Pyong- 
yang and  Peking  that  an  attack  on 
South  Korea  necessarily  means  war  with 
the  United  States.  However,  I  would  chal- 
lenge those  who  contend  that  our  de- 
terrent would  not  be  credible  without  the 
presence  of  U.S.  troops  In  Korea  to  ex- 
plain why  one  U.S.  division  cannot  con- 
vey our  commitment  as  effectively  as 
two.  Why  would  a  North  Korean  attack 
on  30,000  U.S.  soldiers  be  any  less  likely 
to  insure  American  entry  into  the  con- 
flict than  an  attack  on  55,000  U.S. 
soldiers? 

I  think  the  answer  is  that  both  would 
be  equally  effective. 

Furthermore,  the  presence  of  U.S. 
troops  in  Korea  Is  not  the  only  basis  of 
our  deterrent.  We  are  party  to  the  United 
States-Republic  of  Korea  Mutual  Defense 
Treaty  of  1953.  Article  m  of  that  treaty 
commits  the  United  States  to  take  ap- 
propriate action  if  South  Korea  is  the 
obiect  of  an  "armed  attack."  In  addition, 
w^  ViiAve  a  €*■  iimitment  under  the  United 
Nations  to  lefena  South  Korea  from  an 
attack  by  North  Korea  or  China.  In 
August  of  1953,  after  the  armistice  con- 
cluding the  Korean  war  was  signed,  the 
16  nations  that  had  furnished  military 
forces  to  the  U.N.  command  during  the 
war  issued  a  statement  pledging  them- 
selves to  renew  the  war  if  Communist 
aggression  recurred. 

Another  factor  serving  to  reinforce  the 
credibility  of  the  U.S.  commitment  as  a 
deterrent  to  an  attack  on  South  Korea-v 
the  ability  of  our  tactical  air  force  in  the 
Pacific  to  strike  North  Korea — would  in 
no  way  be  diminished  by  the  withdrawal 
of  one  ground  division. 

Also,  there  is  America's  demonstrated 
ability  to  transport  large  numbers  of  U.S. 
troops  into  Korea  on  short  notice.  Last 
year  the  United  States  airlifted  a  sizable 
force  of  combat-ready  troops  f ron^  North 
Caiolina  to  South  Korea  in  31  hours. 

onr  Polaris  submarines  with  their  nu- 


clear missiles  that  are  scheduled  to  be  de- 
ployed shortly  in  the  western  Pacific  pro- 
vide a  potent  deterrent  against  interven- 
tion by  Peking  in  any  future  Korean  con- 
flict. ■ 

Finally,  our  surveillance  and  intelli- 
gence systems  in  Korea  constitute  an  ef- 
fective deterrent.  For  the  Chinese  and 
North  Koreans  know  we  can  detect  troop 
movements  and  troop  concentrations  of 
the  magnitude  required  for  a  major  inva- 
sion of  the  south,  and  realize  that  this 
will  give  us  the  leadtime  to  fly  in  neces- 
sary U.S.  troops  and  weapons  should  the 
President  and  Congress  consider  It  ad- 
visable. 

A  surprise  attack  like  that  launched 
by  the  Chinese  in  1950  in  the  mountain- 
ous terrain  of  North-  Korea  would  not  be 
possible  today.  For  the  demilitarized  zone 
dividing  the  Koreas  does  not  afford  ade- 
quate cover.  Any  large  concentration  of 
Chinese  troops  would  be  spotted  well  in 
advance  of  an  invasion  of  the  south. 

In  short,  the  facts  strongly  suggest 
that  the  continued  presence  of  both  our 
groimd  divisions  on  Korean  soil  is  not  a 
prerequisite  to  the  preservation  of  a  cred- 
ible U.S.  deterrent  to  a  major  enemy  at- 
tack on  South  Korea. 

COSTS    AND    RISKS 

Third,  the  present  deployment  of  one 
American  division  on  the  front  line  in 
South  Korea  entails  dangerous  and  un- 
necessary risks  and  costs  to  the  United 
States. 

No  one  can  question  our  current  com- 
mitment to  come  to  South  Korea's  aid  in 
the  event  of  a  major  enemy  attack.  Oiu" 
treaty  obligations  are  explicit  and  Incon- 
testable. 

But,  of  all  of  our  bilateral  and  multi- 
lateral security  pact^  wisely  stipulate, 
the  manner  in  which  we  fulfill  our  com- 
mitment in  each  Instance  must  be  de- 
termined "in  accordance  with  U.S.  con- 
stitutional processes."  In  other  words, 
the  President  and  the  Congress  retain 
the  power  to  determine  the  form  of  U.S. 
action  in  response  to  a  threat  to  the 
security  of  South  Korea  or  any  other 
nation  with  which  we  have  a  reciprocal 
defense  agreement. 

Such  is  not  the  case  with  respect  to 
South  Korea  today.  By  stationing  an 
American  division  on  the  front  line  In 
Korea,  the  power  to  decide  how^-^fee 
United  States  will  fulfill  its  treaty  ob- 
liestions  hp.s  been  ^-fFcctlvr]"  •'•rmoved 
from,  Washington  and  shifted  to  Seoul 
and  P>'onpyang.  The  one  U.S.  division 
now  po.sltloned  along  the  DMZ — the 
other  is  held  back  In  reserve — serves  as 
a  "trip-wire;"  that  Is,  It  operates  as  a 
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deterrent  by  Insuring  that  any  North 
Korean  Invasion  of  the  South  will  neces- 
sarily involve  UJ3.  troops. 

To  begin  with.  It  Is  UB.  presence  In 
Korea,  not  the  undue  exposure  of  U.S. 
forces,  that  is  essential  for  purposes  of 
deterrence. 

Furthermore,  employing  this  division 
as  a  "trip-wire"  vitiates  the  critical 
"constitutional  processes"  clause  in  our 
mutual  defense  treaty  with  Seoul.  For 
should  the  North  Koreans  Invade  across 
the  DMZ,  our  front  line  division  would 
automatically  trigger  U.S.  participation 
in  a  ground  war  in  Korea. 

Even  more  unacceptable  Is  the  situa- 
tion in  which  the  aggression  Is  initiated 
by  the  South  Koreans.  The  United 
States-Republic  of  Korea  Mutual  De- 
fense Treaty  of  1953  contains  an  under- 
standing Insisted  upon  by  the  U5.  Sen- 
ate that  releases  the'United  States  from 
any  obligation  to  aid  the  South  Koreans 
should  they  attempt  to  go  north. 

But  the  presence  of  that  one  U.S.  di- 
vision on  the  DMZ  renders  that  under- 
standing meaningless.  For  the  North 
Korean  reaction  to  an  attack  from  the 
south  would  necessarily  subject  those 
U.S.  troops  to  enemy  fire;  fire  they  wooild 
be  forced  to  return  to  survive.  The  Presi- 
dent and  the  Congress  would  then  have 
no  alternative  but  to  send  additional 
troops  and  materials  to  help  defend  that 
U.S.  division- 

In  addition,  the  maintenance  of  UJ3. 
troops  along  what  is  generally  considered 
the  most  vulneraWe  and  dangerous  18- 
mile  stretch  of  the  DMZ  is  being  paid 
for  at  the  cost  of  American  blood  as 
well  as  dollars.  These  troops,  along  with 
those  in  Vietnam  and  Laos,  are  the  only 
American  military  personnel  in  the  world 
today  judged  in  sulBcient  danger  to  war- 
rant combat  pay.  During  the  last  2  years 
for  which  figures  are  available — 1967- 
68 — 31  American  soldiers  have  been  killed 
and  118  wounded  by  enemy  fire^iCbrea. 

Seventeen  years  have  elapsedisifccfe  the 
Korean  armistice  was  signed.  The  United 
States  has  invested  $8  billion  in  South 
Korea  over  that  period  to  build  a  vigorous 
economy  and  an  effective  armed  force 
in  that  nation.  And  based  on  the  evi- 
dence, we  have  succeeded. 

There  is  absolutely  no  sound  reason 
why  American  boys  should  still  be  lasting 
down  their  lives  on  the  front  line  when 
Korean  troops  are  perfectly  capable  of 
patrolling  that  line. 

SAVING   TAX   DOLLABS 

Fourth,  replacing  one  UJ5.  division  in 
Korea  with  a  ROK  division  would  result 
In  a  substantial  budgetary-'savings  for 


the  United  States  If  the  withdrawn 
American  division  was  disbanded. 

Conservative  estimates  of  the  annual 
pricetag  for  American  military  presence 
in  Kuica  put  the  aiauunt  at  somewhat 
in  excess  of  $1.1  billion.  Of  this  sum, 
roughly  half — or  about  $500  million — Is 
directly  related  to  the  maintenance  of 
our  two  Army  divisions. 

It  has  been  calculated  that  it  costs 
only  about  one-tenth  as  much  to  keep  a 
ROK  division  in  the  field  in  Korea  as  It 
costs  to  put  one  U.S.  division  in  Korea. 
This  differential  is  the  product  of  higher 
U.S.  salaries,  a  higher  U.S.  standard  of 
living  and  the  transportation  costs  of 
shipping  U.S.  forces  across  the  Pacific 
and  back.  Therefore,  replacing  one  of 
our  divisions  in  Korea  with  a  ROK  divi- 
sion— even  if  we  financed  the  latter — 
promises  savings  in  the  range  of  $200  to 
$300  million  a  year;  resources  desperately 
needed  to  meet  pressing  problems  here 
at  home. 

Replacing  a  U.S.  division  with  a  ROK 
division  would  also  ease  the  grave  bal- 
ance-of-payments  problem  the  United 
States  has  been  experiencing.  Accord- 
ing to  the  Department  of  Defense,  we 
Incurred  a  balance-of-payments  deficit 
of  $269  million  last  year  as  the  result 
of  our  military  presence  In  Korea. 

By  way  of  contrast,  Seoul  has  been 
been  running  surpluses  In  its  foreign  ex- 
change account  In  recent  years.  Repre- 
sentative Otto  E.  Passman,  chairman 
of  the  House  Appropriation  Subcominlt- 
tee  on  Foreign  Operations,  reported  dur- 
ing hearings  last  year  that — 

The  Koreans  actually  have  an  excess  In 
their  foreign  exchange  account  and  they  are 
now  buying  good  solid  U.S.  bonds  and  get- 
ting a  little  higher  rate  of  interest  than  we 
are  paying  Americans  ...  So  we  are  putting 
money  in  the  front  door  and  borrowing  back 
some  of  It  through  the  back  door. 

I  might  add  that  we  are  giving  them 
money  in  the  front  door  and  paying 
them  higher  interest  when  we  borrow 
back  our  own  money  through  the  ba<^ 
door. 

There  is  no  reason  why  we  should  con- 
tinue to  bear  this  costly  burden  when 
neither  security  considerations  nor  the 
state  of  the  Korrain  economy  warrants 
it.    ^ 

bok:  ssast  tx>  stand  ai.okx 

Fifth,  and  most  important,  the  Re- 
public of  Korea  has  come  of  age  as  a 
nation. 

Its  government  Is  stable  and  appears 
to  have  the  support  of  the  South  Korean 
people.  ITaere  is  no  question  of  their 
will  to  defend  themselves  against  an  at- 
tack fiom  North  Korea  or  fraaa.  any- 
where else. 
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As  a  result  of  $8  billion  In  UJS.  aid  and 
Its  own  resourcefulness.  South  Korea  to- 
day boasts  one  of  the  most  vigorous  econ- 
omies in  the  world  with  a  rapidly  ex- 
panding Industrial  base. 

The  ROK  Army  is  large  and  well 
trained.  It  certainly  appears  capable  of 
dealing  witii  any  invasion  threat  Pyong- 
yang can  pose. 

It  Is  safe  to  say  that,  if  a  comparable 
stage  of  political  and  economic  develop- 
ment had  been  achieved  in  South  Viet- 
nam, we  would  have  declared  a  "total 
victory"  in  that  beleagured  nation  long 
ago. 

In  1953,  we  set  out  to  provide  the  se- 
curity shield,  resources  and  know-how  to 
enable  South  Korea  to  become  an  eco- 
nomically and  militarily  self-sufficient 
nation.  This  was  the  goal  of  all  our  eco- 
nomic and  military  assistance  over  the 
past  17  years. 

Well,  we  have  succeeded.  It  Is  time  we 
recognized  that  South  Korea  Is  ready  to 
stand  on  its  own. 

When  a  nation  has  reached  that  stage, 
It  is  hardly  in  our  Interests  to  serve  as  an 
obstacle  to  the  expression  of  its  full  self- 
reliance.  A  lingering  U.S.  presence  in 
South  Korea  can  only  be  viewed,  ulti- 
mately, as  paternalistic  by  the  Korean 
people. 

ARCTTMINTS    AGAINST   WrrHDRAWAI- 

These  are  the  five  principal  reasons 
which  in  my  opinion  constitute  a  com- 
p)elling  case  for  the  withdrawal  of  one 
U.S.  division  from  Korea  this  year. 

However,  before  deciding  on  a  proper 
course  of  action,  it  is  necessary  to  care- 
fully consider  several  arguments  that 
are  frequently  offered  In  opposition  to 
even  a  partial  withdrawal  of  TJ JS.  forces 
from  Korea. 

The  first  and  most  publicized  objec- 
tion to  the  removal  of  any  U.S.  troops 
from  Korea  at  this  time  revolves  aroimd 
the  question  of  nuclear  weapons.  The 
United  States  reportedly  keeps  nuclear 
weapons  In  South  Korea  to  deter  against 
a  combined  Chinese-North  Korean  at- 
tack and  possibly  to  defend  against  such 
an  attack  should  deterrence  fail. 

Opponents  of  a  troop  withdrawal  in 
Korea  have  argued  that  U.S.  troops  in 
adequate  strength  are  needed  to  guard 
these  nuclear  weapons.  Even  the  removal 
of  one  of  the  two  U.S.  divisions  stationed 
there,  it  Is  contended,  would  leave  these 
weapKjns  vulnerable  to  North  Korean 
seizure. 

If  the  nuclear  weapons  In  question  are 
strategic,  they  can  certainly  be  with- 
drawn from  Korean  with  no  diminution 
in  our  strategic  capabilities  of  any  con- 
sequence. There  appears  to  be  no  com- 


pelling military  reason  lor  strategic 
weapons  to  be  stored  forward  in  Asia.  In- 
deed, I  would  challenge  the  Defense  De- 
partment to  document  any  significant 
degradation  in  our  abihty  to  destroy 
China  or  the  Soviet  Union  resulting  from 
the  withdrawal  of  strategic  nuclear 
weapons  from  Korea. 

Tactical  nuclear  weaiwns  present  an 
entirely  different  set  of  variables. 

Putting  aside  for  the  purposes  of  argu- 
ment the  question  of  whether  It  Is  really 
possible  to  fight  a  limited  nuclear  war, 
the  proponents  of  a  U.S.  tactical  nuclear 
force  readily  concede  that  It  only  makes 
sense  to  use  this  force  in  certain  situa- 
tions. 

If  ROK  forces  were  either  driving  back 
an  invading  army  or  holdliig  their  own. 
the  introduction  of  tactical  nuclear 
weapons  would  clearly  Involve  unjusti- 
fiable risks  of  widening  the  conflict  and 
possibly  triggering  World  War  in.  Pre- 
siunably,  the  only  situation  in  which  the 
use  of  these  weapons  would  be  consid- 
ered is  one  in  which  enemy  troop>s  were 
threatening  to  quickly  overrun  all  of 
South  Korea. 

But  as  I  pointed  out  earlier,  a  force 
of  sufficient  size  and  concentration  to 
overrun  Korea,  given  the  present 
strength  of  ROK  ground  forces,  would 
certainly  be  detected  by  U.S.  surveil- 
lance systems  well  In  advance  of  the 
actual  invasion.  If  such  an  Invasion 
threat  were  developing,  I  would  estimate 
that  we  could  transport  tactical  nuclear 
weapons  from  the  United  States  to  South 
Korea  In  no  more  than  24  hours  plus 
flying  time. 

Would  this  be  fastenough?  In  June 
of  1950,  It  took  North  Korean  forces 
with  a  troop  superiority  of  roughly  2  to 
1,  3  full  days  to  reach  Seoul,  which  is 
only  60  miles  south  of  the  DMZ— and  a 
long  way  from  taking  all  of  South  Korea. 
And  today,  the  manpower  advantage  be- 
longs to  the  ROK  Army. 

In  short,  Peking  and  Pyongyang  are 
aware  that  we  can  introduce  tactical 
nuclear  weapons  into  Korea  very  quickly. 
Prepositioning  these  weapons  is  neither 
necessary  for  deterrence  nor  for  their  use 
in  the  defense  of  South  Korea. 

The  other  argument  frequently  of- 
fered in  opposition  to  the  withdrawal  of 
U.S.  troops  rests  on  the  contention  that 
the  United  States  pledged  to  maintain 
present  troop  levels  in  Korea  as  long  as 
ROK  forces  remained  in  Vietnam.  How- 
ever, according  to  Secretary  of  Defense 
Laird,  no  such  agreement  between  Seoul 
and  Washington  was  every  concluded. 

(Questioned  specifically  on  this  matter 
before  a  House  subcommittee  last  year, 
Secretary  Laird  replied: 
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There  Is  no  bargain,  there  Is  no  under- 
standing along  that  line.  I  want  the  record 
to  show  that  there  Is  no  oommltment  as  Tar 
as  the  United  States  Is  concerned  along  that 
line,  and  we  shouldn't  let  anyone  think  that 
there  is  any  kind  of  commitment  like  that 
because,  as  far  as  I  am  concerned,  I  would 
not  go  along  with  any  commitment  like  that. 

Thus,  in  my  considered  judgment, 
neither  of  the  major  arguments  offered 
in  opposition  to  even  a  partial  with- 
drawal of  U.S.  ground  forces  from  South 
Korea  is  very  convincing. 

MATCHING     WORDS     WITH    ACTION 

It  is  for  this  reason  that  I  believe  the 
President  should  undertake  the  follow- 
ing: 

First,  the  President  should  order  the 
withdrawal  of  the  one  U.S.  division  cui-- 
rently  stationed  along  the  DMZ  in 
Korea.  Withdrawing  this  front-line  divi- 
sion and  dismantling  it  would  reduce  the 
risk  of  the  United  States  being  involved 
in  another  ground  war  in  Asia,  stop  the 
killing  and  wounding  of  U.S.  soldiers  in 
Korea,  produce  a  budgetary  savings  of 
roughly  a  quarter  of  a  billion  dollars  a 
year,  and  recognize  that  South  Korea 
finally  has  come  of  age  as  a  nation  with- 
out jeopardizing  the  security  of  either 
the  United  States  or  South  Korea.  It 
should  be  emphasized  that  the  American 
boys  in  the  remaining  U.S.  division  would 
be  no  less  secure  than  they  are  now 
owing  to  the  presence  of  ROK  troops 
and  U.S.  air  power. 

Second,  the  President  should  indicate 
to  the  Congress  and  to  the  American 
people  how  this  administration  intends 
to  implement  the  Guam  Doctrine. 

What  conditions  will  permit  the  com- 
plete withdrawal  of  U.S.  ground  forces 
from  Japan,  Thailand,  Okinawa,  Guam, 
the  Philippines,  and  Laos?  When  will 
these  nations  no  longer  have  to  rely  on 
U.S.  tactical  air  support  for  their  secu- 
rity? 

What  are  the  President's  plans  beyond 
Vietnamizatlon  for  fully  liquidating  the 
American  military  presence  in  Vietnam? 

When  will  the  United  States  be  able  to 
withdraw  the  other  U.S.  division  now 
stationed  in  Korea,  and  what  are  we 
doing  to  hasten  that  day? 

A  survey  of  U.S.  military  personnel 
stationed  around  the  world  reveals  that 
their  positioning  and  numbers  too  often 
are  the  product  of  historical  accident 
rather  than  a  careful  calculation  of 
present  U.S.  security  requirements.  Too 
often  the  best, explanation  available  for 
the  presence  of  American  troops  in  a 
particular  country  is  that  we  have  had 
troops  there  for  10,  20,  or  30  years. 

I  offered  the  case  of  Korea  simply  as 
one  example  of  a  nation  in  which  more 
U.S.  troops  are  deployed  than  are  needed. 


For  what  other  nations  can  the  same  be 
said? 

For  too  long  we  have  ignored  or 
avoided  seeking  the  answers  to  such 
questions.  As  a  result,  the  Guam  Doc- 
trine remains  largely  rhetoric  today. 

It  is  time  for  Congress  to  actively  pro- 
mote the  implementation  of  this  doc- 
trine. Comprehensive  Senate  hearings 
should  be  scheduled  this  year  on  the 
subject  of  U.S.  general  force  levels  de- 
ployed in  Asia  and  Europe. 

The  President  has  declared  the  onset 
of  an  "era  of  negotiation"  in  U.S.  rela- 
tions with  the  rest  of  the  world.  In  the 
name  of  economy  and  U.S.  security,  it  is 
our  responsibility  to  Insure  that  this 
period  of  reduced  tension  and  detente 
culminates  in  an  "era  of  military  ex- 
trication." 

Mr.  President,  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  at 
the  conclusion  of  my  remarks  a  copy  of 
the  Mutual  Defense  Treaty  between  the 
United  States  and  the  Repubhc  of  Korea 
and  a  copy  of  the  report  to  Congress  by 
Richard  Nixon,  President  of  the  United 
States,  on  February  18,  1970,  entitled 
"U.S.  Foreign  Policy  for  the  1970's— A 
New  Strategy  for  Peace." 

There  being  no  objection,  the  docu- 
ments were  ordered  to  be  printed  in 
the  Record,  as  follows: 

Mutual     Defense     Treaty     Between     the 
United  States  of  America  and  the  Re- 
public OF  Korea 
The  Parties  to  this  Treaty, 
Reaffirming  their  desire  to  live  In  peace 
with   all   people   and   all   governments,   and 
desiring  to  strengthen  the  fabric  of  peace  in 
the  Pacific  area. 

Desiring  to  declare  publicly  and  formally 
their  common  determination  to  defend 
themselves  against  external  armed  attack  so 
that  no  potential  aggressor  could  be  under 
the  Illusion  that  either  of  them  stands  alone 
in  the  Pacific  area, 

Desiring  further  to  strengthen  their  ef- 
forts for  collective  defense  for  the  preserva- 
tion of  peace  and  security  pending  the  de- 
velopment of  a  more  comprehensive  and  ef- 
fective system  of  regional  security  in  the 
Pacific  area, 

Have  agreed  as  follows: 

ARTICLE    I 

The  Parties  undertake  to  settle  any  inter- 
national disputes  in  which  they  may  be  in- 
volved by  peaceful  means  in  such  a  manner 
that  international  peace  and  security  and 
Justice  are  not  endangered  and  to  refrain 
in  their  international  relations  from  the 
threat  or  use  of  force  in  any  manner  incon- 
sistent with  the  Purposes  of  the  United  Na- 
tions, or  obligations  assumed  by  any  Party 
toward  the  United  Nations. 

ARTICLE    n 
The  Parties   will  consult  together  when- 
ever, in  the  opinion  of  either  of  them,  the 
political  independence  or  security  of  either 
of  the  Parties  is  threatened  by  external  armed 
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attack.  Separately  and  Jointly,  by  self  help 
and  mutual  aid,  the  Parties  will  maintain 
and  develop  appropriate  means  to  deter 
armed  attack  and  will  take  suitable  meas- 
ures in  consultation  and  agreement  to  im- 
plement this  Treaty  and  to  further  its  pur- 


ARTiCLK  ni 
Each  Party  recognizes  that  an  armed  at- 
tack in  the  Pacific  area  on  either  of  the 
Parties  in  territories  now  under  their  re- 
spective administrative  control,,  or  hereafter 
recognized  by  one  of  the  Parties  as  lawfully 
brought  under  the  administrative  control  of 
the  other,  would  be  dangerous  to  its  own 
peace  and  safety  and  declares  that  it  would 
act  to  meet  the  common  danger  in  accord- 
ance with  its  constitutional  processes. 

ARTICLE     IV 

The  Republic  of  Korea  grants,  and  the 
United  States  of  America  accepts,  the  right 
to  disp>ose  United  States  land,  air  and  sea 
forces  in  and  about  the  territory  of  the  Re- 
public of  Korea  as  determined  by  mutual 
agreement. 

ARTICLE     V 

This  Treaty  shall  be  ratified  by  the  United 
States  of  America  and  the  Republic  of  Ko- 
rea in  accordance  with  their  respective  con- 
stitutional processes  and  will  come  into 
force  when  instruments  of  ratification 
thereof  have  been  exchanged  by  them  at 
Washington. 

ARTICLE     VI 

This  Treaty  shall  remain  in  force  in- 
definitely. Either  Party  may  terminate  it  one 
year  after  notice  has  been  given  to  the 
other  Party. 

In  witness  whereof  the  undersigned  Pleni- 
potentiaries have  signed  this  Treaty. 

Done  in  duplicate  at  Washington,  in  the 
English  and  Korean  languages,  this  first  day 
of  October  1953. 

For  the  United  States  of  America: 

John  Foster  Dulles. 

For  the  Republic  of  Korea: 

Y.  T.  Pyttn. 


\ 
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16.  United  States  and  Korea  Agree  on  U.S.  Troop  Reduction  and  Korean  Modern- 
ization, a  joint  communique  issued  February  6,  1971 


Following  is  the  text  of  a  U^ -Republic  of 
Korea  joint  statement  issiied  at  Seoul  and  Wash- 
ington February  6, 

The  Government  of  the  Republic  of  Korea 
and  the  United  States  Government  have  com- 
pleted satisfactory  talks  on  the  program  for  the 
modernization  of  the  Korean  armed  forces  and 
arrangements  for  the  reduction  of  U.S.  forces 
in  Korea. 

The  United  States  has  agreed  to  assist  the 
Government  of  the  Republic  of  Korea  in  its 
effort  to  modernize  its  defense  forces,  through 
a  long  range  military  assistance  program  on 
the  basis  of  joint  United  States-Republic  of 
Korea  military  recommendations.  The  Korean 
Government  notes  with  satisfaction  that  the 
United  States  Congress  has  approved  $150  mil- 
lion as  supplemental  funds  for  the  first  year 
portion  of  the  said  modernization  program. 

Consultations  between  the  two  governments 
on  the  reduction  of  U.S.  troop  strength  in 
Korea  by  20,000  and  on  the  consequent  reposi- 
tioning of  Korean  and  U.S.  troops  also  have 
been  concluded  in  a  spirit  of  mutual  under- 
standing and  close  cooperation. 

Reductions  in  the  level  of  United  States 
troops  in  Korea  do  not  affect  in  any  way  the 
determination  of  the  United  States  Govern- 
ment to  meet  armed  attack  against  the  Republic 
of  Korea  in  accordance  with  the  Mutual  De- 
fense Treaty  of  1954  between  the  Republic  of 
Korea  and  the  United  States. 

Annual  security  consultative  meetings  to  be 
attended  by  foreign  and  defense  officials  of  both 
governments  at  a  high  level  will  be  held  to  as- 
sess the  nature  of  the  military  threat  directed 
against  the  Republic  of  Korea.  In  such  discus- 
sions, over-all  capabilities  to  defend  against 
the  threat  will  be  evaluated. 
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17.  U.S.  Foreign  Policy  for  the  1970*s,  Building  for  Peace:  A  Report  to  the 
Congress  by  Richard  M.  Nixon,  President  of  the  United  States,  Department 
of  State  publication,  February  25, 1971,  pp.  91-99 

I  will  continue  to  do  what  is  necessary  to  protect 
American  men  as  they  leave  Vietnam.  Throughout  I 
will  keep  the  American  people  and  the  Congress  fully 
informed. 

A  negotiated  settlement  for  all  Indochina  remains 
our  highest  priority.  But  if  the  other  side  leaves  us 
no  choice,  we  will  follow  the  alternate  route  to  peace — 
phasing  out  our  involvement  while  giving  the  region's 
friendly  countries  the  time  and  the  means  to  defend 
themselves. 

EAST  ASIA  AND  THE  PACIFIC 

"Today,  as  we  look  to  the  future  of  the  Pacific, 
we  recognize  that  whether  peace  survives  in  the 
last  third  of  the  century  will  depend  more  on 
what  happens  in  the  Pacific  than  in  any  other 
area  of  the  world." 

Remarks   Upon  the  Arrival  of 
Prime  Minister  Sato  of  Japan 
November   19,    1969 

The  home  of  almost  half  the  population  of  the 
earth,  second  to  none  in  the  richness  of  its  human 
talents  and  energy,  possessing  vast  material  resources, 
and  encompassing  the  central  land  mass  of  the  earth, 
Asia  and  the  Pacific  region  lie  at  the  heart  of  the 
task  of  creating  a  stable  structure  of  world  peace. 
Since  the  Second  World  War,  it  is  only  in  this  region 
that  developments  have  impelled  America  to  send  her 
sons  to  war.  Asia  and  the  Pacific  includes  territories 
of  the  seven  most  populous  and  the  three  wealthiest 
powers,  with  all  that  implies  for  the  vital  nature  of 
their  interests.  A  Pacific  power  ourselves,  our  se- 
curity and  economic  interests  are  inextricably  involved 
with   the   future  of  Asia. 

It  is  therefore  essential  to  our  national  well-being 
that  we  accept  the  truth — and  that  our  policies  reflect 
the  fact — that  an  era  has  ended  in  Asia. 
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Beyond   the   Nixon   Doctrine 

A  new  Asia  is  emerging.  The  Nixon  Doctrine  is  only 
the  beginning  of  the  adjustment  of  the  American  role 
to  an  era  in  which  the  last  vestiges  of  the  postwar 
period  will   be  gone. 

— The  old   enmities  of  World   War   II   are  dead  or 
dying.  So  are  the  old  dependencies  of  the  post- 
war era.  The  next  decade  can  see  the  burial  of 
both. 
— Asian    states    are    stronger.    They    are    able   and 
determined  to  play  a  larger  role  in  shaping  the 
international   structure  of  their  region. 
— They  are  joining  together  in   regional   structures 
which    make    them    more    independent    of,    and 
therefore  more  influential  on,  the  policies  of  the 
greater  powers. 
— Each  of  the  major  powers  of  the  Pacific  region — 
Japan,  the  USSR,  the  Peoples  Republic  of  China, 
and    the    United    States — is   faced    with    difficult 
decisions    in    adjusting    its    policies   to   the    new 
realities   of    East   Asia.    And    the   decisions   they 
make  will,  in  themselves,  centrally  affect  the  in- 
ternational situation  in  the  region. 
The    future    structure    of    East    Asia    is,    therefore, 
not  yet  clear.   It  depends  on  decisions  not  yet  made. 
But    it    is   clear   that    it   will    not    be    subject   to   the 
dominant   influence  of  any  one  state. 

It  will,  rather,  rest  on  two  pillars:  the  collective 
interests  of  Asian  nations  acting  in  regional  groupings, 
and  the  policies  of  the  four  major  powers  concerr.  .d 
with  the  region. 

Each,  in  the  next  decade,  must  adjust  its  policies  to 
the  legitimate  interests  of  the  others.  Out  of  that 
process,  which  has  already  begun,  is  being  created  a 
new  international  structure  in  the  Pacific  region.  The 
challenge  for  the  future  is  to  ensure  that  it  is  a  struc- 
ture of  stability. 
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The  Past — Laying  the  Foundation  for  a  Stable  East  Asia 

For  several  decades,  our  approach  to  Asia  has  been 
rooted  in  conceptions,  once  valid,  but  now  increas- 
ingly overtaken  by  time.  They  stemmed  from  our  ex- 
periences, for  World  War  II  and  its  aftermath  served 
to  dramatize  the  fragility  of  Asia,  and  nowhere  was 
the   menace  of  the  cold   war   more  strongly  evident. 

Both  the  economies  and  the  political  institutions  of 
East  Asia  were  shattered  by  World  War  II.  Most  of  the 
states  of  the  region  were  just  emerging  from  the 
trauma  of  colonialism.  They  faced  the  common  menace 
of  a  thrusting  Communist  ambition,  and  the  awesome 
task  of  attempting  to  handle  the  most  grievous  domes- 
tic problems  with  untested  and  unfamiliar  institutions. 
In  dealing  with  neither  challenge  could  they  count  on 
any  dependable  relationship  among  themselves  or  with 
the  rest  of  the  world.  Their  problems  threatened  to 
overwhelm  them.  They  were  not  sure  they  had  a  future, 
much  less  that  it  could  be  reached  without  the  sacrifice 
of  human  and  democratic  values. 

In  such  a  situation  a  stable  Asia  was  not  conceivable. 
We  therefore  acted  to  provide  the  margin  of  time  and 
resources  which  the  free  nations  of  Asia  needed  so 
desperately. 

We  provided  the  security  shield  which  made  credible 
their  plans  for  their  own  future.  Behind  that  shield  we 
undertook  a  leading  role  in  supporting  the  political 
and  economic  progress  of  East  Asian  nations.  In  short, 
we  accepted  the  responsibility  of  helping  to  create  the 
foundation  necessary  for  an  international  structure  in 
the  Pacific  region  of  stability  and  progress  and  security. 

The  Present — The  Need  for  a  New  Approach 

It  is  precisely  the  success  of  that  policy  that  makes 
a  new  approach  both  possible  and  desirable.  For  the 
central  fact  of  East  Asia  today  is  the  remarkable 
political  and  economic  growth  of  the  area,  and  the 
justifiable  self-confidence  that  has  resulted  from  it. 
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Asia  of  today  is  vastly  different  from  the  Asia  which 
required,  over  the  past  several  decades,  so  activist 
an  American  role.  Asian  nations  now  generally  have 
a  strong  and  confident  sense  of  their  own  national 
identity  and  future.  They  have  generally  established 
healthier  relationships  with  each  other,  and  with  the 
outside  world.  They  have  created  institutions  of  proven 
vitality.  Their  armed  forces  are  stronger. 

There  is,  to  be  sure,  still  a  need  for  a  strong  Ameri- 
can role.  The  development  of  Asian  nations  has  not 
taken  place  evenly.  The  credibility  and  intensity  of 
outside  threats  to  their  national  security  and  integrity 
is  greater  for  some  than  for  others.  Despite  the  gen- 
eral economic  progress  of  Asia,  the  standards  of  living 
are  still  far  too  low,  and  we  have  more  than  a  moral 
interest  in  seeing  those  standards  improved.  For 
poverty  in  Asia  is  inconsistent  with  our  political  in- 
terest in  the  stability  of  the  area,  and  our  economic 
interest  in  a  prosperous  Asia  with  which  we  are  a 
natural  trading  partner. 

However,  the  new  strength  in  Asia  is  a  fact,  and  it 
requires  a  different  and  more  restrained  American 
approach,  designed  to  encourage  and  sustain  Asian 
regionalism,  Asian  self-reliance,  and  Asian  initiatives. 
For  those  characteristics  are  essential  to  the  construc- 
tion of  a  stable  international  order  in  the  region. 

The  Application  of  the  Nixon  Doctrine 

Thus  it  was  that  the  Nixon  Doctrine  was  first  an- 
nounced in  the  Pacific  region,  and  has  most  actively 
been  manifested  in  Asia.  It  serves  the  domestic  im- 
perative of  restraint  in  our  international  role,  without 
sacrificing  our  interests  in  Asia  or  defaulting  on  our 
obligations.  It  brings  our  own  deep  interest  in  the  future 
of  Asia  into  better  and  more  permanent  balance  with 
the  growing  indigenous  strength  of  nationalism  in  the 
area. 

To  clarify  the  Nixon  Doctrine,  I  have  twice  sent  Vice 
President  Agnew  to  Asia.  He  has  listened  to  the  views 
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of  Asian  leaders.  He  has  reassured  them  that  our  pur- 
pose is  not  to  withdraw  from  world  affairs,  but  to 
establish  the  conditions  which  ensure  our  continued 
participation  in  them. 

It  is  perhaps  inevitable,  but  it  is  nonetheless  an 
error,  to  judge  the  success  of  the  Doctrine's  applica- 
tion too  narrowly  by  the  reductions  effected  in  the 
number  of  American  military  installations  and  person- 
nel. Such  reductions,  to  be  sure,  have  been  effected. 
They  are  described  in  detail  elsewhere  in  this  report. 
They  include  substantial  cuts  in  the  military  and  civilian 
American  presence  in  Korea,  Japan,  Okinawa,  Thailand, 
and  the  Philippines,  as  well  as  the  more  publicized 
reductions  of  our  forces  in  Vietnam. 

But  these  reductions  cannot,  by  themselves,  estab- 
lish a  more  sound  international  structure  in  Asia, 
based  more  upon  Asian  efforts  and  self-reliance,  de- 
pendent less  upon  American  initiatives  and  resources. 
Such  a  structure  is,  by  definition,  a  process  involving 
the  actions  of  many  nations.  It  cannot  be  created  by 
American  actions  alone. 

In  applying  the  Nixon  Doctrine,  we  cannot  move  too 
fast  without  sapping  the  Asian  sense  of  confidence  and 
security  which  it  is  our  purpose  to  sustain  and  nurture. 
And  we  cannot  cut  our  own  contributions  to  Asian 
security  without  providing  for  their  assumption  by  our 
Asian  friends.  Thus,  there  is  built  into  the  decision  to 
reduce  our  own  presence  the  obligation  to  help  our 
allies  create  the  capacity  to  carry  the  responsibilities 
we  are  transferring.  To  do  otherwise  is  to  undercut  our 
fundamental  goal  of  creating  a  stable  structure  in  Asia. 

Korea  is  an  excellent  case  in  point.  The  maintenance 
of  the  level  of  U.S.  forces  in  Korea  had  come  to  be 
viewed  as  a  symbol  of  our  commitment  to  the  defense 
of  that  country.  To  a  considerable  extent,  the  symbol 
had  become  more  important  than  the  substance,  for  it 
inhibited  critical  examination  of  the  threat,  and  of  the 
capacity  of  local  forces  to  deal  with  it.  Yet  it  was  clear 
that  the  situation  in  Korea  had  greatly  changed  since 
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the  decision  was  made  in  1954  to  maintain  the  U.S. 
military  presence  there  at  two  combat  divisions. 

Today,  the  military  strength  of  the  Republic  of  Korea 
has  greatly  increased,  and  includes  an  impressive  pool 
of  skilled  manpower.  The  economic  picture  has  also 
changed.  In  1953  the  South  Korean  economy  had  been 
devastated  by  war.  Today  it  is  vigorous,  and  for  the  past 
four  years  has  grown  at  a  remarkable  average  rate  of 
more  than  10%. 

This  strength  enables  us  and  our  Korean  ally  to 
focus  upon  the  substance,  rather  than  the  symbolic 
needs,  of  Korean  defense.  Thus  we  joined  with  the 
Government  of  Korea  in  a  comprehensive  review  of  our 
program  of  military  cooperation.  Together  we  decided 
that  the  Republic  of  Korea  was  now  better  able  to  meet 
its  own  defense  needs,  provided  measures  were  taken 
to  modernize  the  equipment  of  its  existing  forces. 

On  February  6,  therefore,  our  two  governments  an- 
nounced that  U.S.  forces  in  Korea  would  be  reduced 
by  20,000  by  June  30,  1971,  and  that  agreement  had 
been  reached  upon  a  program  of  modernization  of  the 
Korean  armed  forces. 

Thus,  the  rationale  for  the  return  home  of  20,000 
American  troops  is  that  the  Korean  armed  forces,  if 
modernized,  are  adequate  to  carry  a  larger  share  of 
the  Korean  defense  burden.  Their  prompt  moderniza- 
tion requires  assistance  from  us.  The  Congress  has 
wisely  seen  fit  to  make  available  the  initial  resources 
needed  to  provide  that  assistance. 

There  will  be  other  similar  instances,  for  our  own 
presence  has  been  the  central  element  in  Asian  secu- 
rity. The  only  responsible  alternative  to  continuing  to 
carry  that  full  burden  is  to  help  our  friends  build  the 
capacity  to  do  the  job  with  less  assistance  from  us.  I 
am  sure  the  Congress  will  continue  to  see  the  wisdom 
of  such  investments. 

The  real  progress  of  the  Nixon  Doctrine  is  to  be 
seen  in  the  ability  and  the  desire  of  our  Asian  friends 
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to  assume  more  of  the  responsibilities  we  have  shared 
in  the  past.  Such  evidence  is  not  lacking: 

— In  the  past  decade,  the  Gross  National  Product 
of  the  non-Communist  nations  of  East  Asia  has 
tripled  from  $100  billion  to  about  $300  billion. 

— A  decade  ago  our  East  Asian  allies  had  about  one 
million  men  under  arms.  Today,  that  figure  has 
more  than  doubled,  and  the  quality  of  equipment 
and  training  has  significantly  improved. 

— ^The  decision  of  Japan  to  contribute  1%  of  its 
Gross  National  Product  in  governmental  and  pri- 
vate transfers  to  foreign  economic  assistance  by 
1975  is  a  singular  contribution  to  the  kind  of  Asia 
they  and  we  seek. 

— No  less  significant  is  Japan's  decision  to  liberalize 
its  trade  and  capital  restrictions,  thus  improving 
the  access  of  others  to  the  burgeoning  Japanese 
market,  and  promising,  to  the  benefit  of  all,  a 
greater  participation  in  meeting  Japan's  capital 
needs. 

— The  Republic  of  China,  five  years  after  the  termina- 
tion of  our  economic  assistance,  is  the  source  of 
economic  assistance  to  23  less  developed  coun- 
tries. This  is  eloquent  testimony  to  Asian  abilities 
to  expand  creatively  on  the  base  that  we  helped 
construct. 

The  Future — Beyond  the  Nixon  Doctrine 

From  the  above,  I  think  it  is  fair  to  conclude  that  we 
and  our  Asian  friends  are  well  embarked  on  the  effort 
to  build  a  new  relationship  in  which  our  role  is  defined 
by  the  Nixon  Doctrine.  I  am  confident  that  our  role  can 
be  kept  in  consonance  both  with  our  interests  and  with 
those  of  the  increasingly  self-reliant  and  independent 
Asian  states. 

But  that  is  only  the  first  phase  of  the  adjustments 
which  we  and  others  will  have  to  make  in  Asia.  In  re- 
structuring our  own  posture,  we  have  set  in  train  the 
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readjustment  of  the  whole  International  order  in  the 
Pacific  region.  For  our  past  policies  have  been  the 
heart  of  the  general  equilibrium  which  has  been  main- 
tained for  the  past  twenty  years. 

In  the  next  decade  our  Asia  policy  will  be  dealing 
simultaneously  with  three  phases  of  Asian  develop- 
ment. In  some  countries,  there  will  still  be  an  absolute — 
though  we  hope  diminishing — need  for  us  to  play 
a  central  role  in  helping  them  meet  their  security  and 
economic  requirements.  In  others,  we  will  complete 
the  process  of  adjusting  our  relationship  to  the  con- 
cepts of  the  Nixon  Doctrine.  And  with  all  countries,  we 
will  be  striving  to  establish  a  new  and  stable  structure 
reflecting  the  renewed  vigor  of  the  smaller  Asian 
states,  the  expanding  role  of  Japan,  and  the  changing 
interests  of  the  Soviet  Union  and  the  Peoples  Republic 
of  China.  In  the  past  twenty  years  the  American  people 
have  sacrificed  much,  both  in  blood  and  treasure,  to 
help  set  the  stage  where  such  a  structure  can  be 
created  in  the  Pacific  region.  It  is  now  in  sight. 

The  major  elements  of  the  emerging  structure  are 
clear.  The  nations  of  Asia  acting  in  concert  will  play 
the  key  role.  So  will  the  individual  policies  of  Japan, 
China,  the  Soviet  Union,  and  the  United  States.  But  the 
relationship  of  these  elements  to  each  other  Is  not 
yet  clear.  They  will  depend  largely  upon  decisions  still 
to  be  made.  I  would  like  to  discuss  the  more  salient 
problems  involved,  and  their  implications  for  American 
policy. 
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East  Asia  and  the  Pacific 


East  Asia  has  been  the  scene  of  much  change  and  great  progress. 
Severe  problems  remain,  of  course,  which  cannot  be  underestimated, 
The  Communist  threat  persists.  The  area  confronts  urgent  needs: 
for  economic  development,  for  social  change,  and  for  measures  to 
restrain  an  already  vast  and  growing  population.  Nonetheless,  the 
hallmark  of  recent  years  in  East  Asia  has  been  the  region's  quicken- 
ing momentum. 

Japan  has  become  the  third  largest  economic  power  in  the  world. 
Other  Asian  nations,  such  as  the  Republic  of  China,  Korea,  Singa- 
pore, Malaysia,  and  Thailand,  have  made  impressive  economic  ad- 
vances. Indonesia  is  making  a  remarkable  comeback.  And  the  Philip- 
pines, a  leader  in  the  "Green  Revolution,"  has  transformed  itself 
from  a  rice-deficit  to  a  rice-surplus  nation.  These,  and  other  coun- 
tries of  East  Asia,  recognizing  their  interdependence,  are  beginning 
to  work  more  closely  for  their  common  benefit. 

In  response  to  the  continuing  security  threats  in  the  area,  East 
Asian  leaders  have  shown  an  increasing  willingness  to  assume  greater 
responsibilities.  And  in  the  background,  after  a  long  period  of  with- 
drawal and  internal  turmoil,  Peking  seems  to  be  taking  a  new  look 
at  its  role  in  the  world. 

The  ferment  in  East  Asia  has  occurred  at  a  time  of  shifting  power 
relationships.  We  have  moved  from  a  nost-World  War  II  situation 
of  two  super  powers  to  one  where  numerous  power  centers  p.flcct 
East  Asia — notably  the  United  States,  Japan,  mainland  China,  the 
Soviet  Union. 

These  developments — an  emergent,  dynamic  Asia  and  a  shifting 
balance  of  power — demanded  a  new  approach  from  us.  The  new 
approach  which  we  have  followed  for  the  past  two  years  has  five 
major  aspects: 

— The  Nixon  Doctrine.  The  most  important  of  these  is  the  Nixon 
Doctrine  set  forth  by  the  President  at  Guam  in  July  1969.  Although 
this  doctrine  applies  to  all  our  international  relationships,  it  has  spe- 
cial meaning  for  East  Asia.  The  President  has  stressed  that  the 
United  States  will  remain  a  Pacific  power  and  will  continue  to  nonor 
its  commitments  but  will  expect  the  Asian  nations  themselves  to  pro- 
vide the  primary  manp)ower  for  their  own  defense. 
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— The  Vietnamization  Program.  A  major  application  of  the 
Nixon  Doctrine  is  the  Vietnamization  program,  which  is  based  on  the 
awareness  that  the  Soath  Vietnamese  can  develop  the  indigenous 
strength  to  defend  themselves  and  on  a  realization  that  a  large 
American  presence  in  South  Vietnam  might  in  the  long  run  inhibit 
development  of  that  mdigenous  strength.  Although  a  negotiated 
settlement  remains  our  aim,  there  has  been  no  evidence  to  date  that 
Hanoi  is  willing  to  negotiate  seriously.  If  that  unhappily  proves  to 
be  the  case,  Vietnamization  offers  a  way  for  U.S.  military  power 
to  be  withdrawn  from  Vietnam,  while  leaving  the  South  Vietnamese 
people  with  the  ability  to  determine  their  own  future  without  out- 
side interference. 

— A  Positive  Approach  on  China.  We  have  set  out  to  improve 
our  r'-lationships  with  the  People's  Republic  of  China,  in  recogni- 
tion that  it  will  play  a  growing  role  in  Asia.  Although  we  have  only 
a  limited  ability  to  influence  Peking's  attitudes,  we  are  taking  a  num- 
ber of  steps  toward  a  healthy  relationship  with  the  People's  Republic 
of  China  and  toward  reducing  the  tensions  and  dangers  latent  in  the 
current  situation. 

— A  New  Relationship  Wi*h  Japan.  One  of  the  most  significant 
developments  of  the  past  two  years  has  been  establishment  of  the 
basis  for  an  even  closer  relationship  between  the  United  States  and 
Japan,  a  relationship  crucial  to  the  maintenance  of  peace  in  the 
Pacific.  The  understanding  between  President  Nixon  and  Prime 
Minister  Sato  in  late  1969,  which  includes  plans  to  return  adminis- 
trative control  of  the  Ryukyus  to  Japan  in  1972,  has  set  the  stage  for 
such  long-term  constructive  cooperation. 

— A  More  Restrained  Diplomatic  Style.  Our  new  approach  to 
Asia  calls  for  a  new  diplomatic  style.  We  will  attempt,  consistent 
with  protection  of  our  own  interests,  to  reduce  our  oflRcial  presence 
and  visibility  abroad.  We  will  emphasize  mutuality  and  multilateral- 
ism. We  will  encourage  others  to  assume  a  greater  share  of  the  re- 
sponsibilities for  the  security  and  economic  development  of  the  area. 


THE  NIXON  L  OCTRINE 

The  Nixon  Doctrine  sets  out  these  three  precepts : 

"The  United  States  will  keep  all  its  treaty  commitments. 

*'We  shall  provide  a  shield  if  a  nuclear  power  threatens  the 
freedom  of  a  nation  allied  with  us  or  of  a  nation  whose  survival 
we  consider  vital  to  our  security  and  the  security  of  the  region  as 
a  whole. 

;^6 
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"In  cases  involving  other  types  of  aggression  we  shall  furnish 
military  and  economic  assistance  when  requested  and  as  appro- 
priate. But  we  shall  look  to  the  nation  directly  threatened  to 
assume  the  primary  responsibility  of  providing  the  manpower  for 
its  defense." 
This  policy  is  in  no  sense  a  rationale  for  our  withdrawal  from  Asia; 
it  is  a  way  for  us  to  establish  a  better  and  more  realistic  basis  of  con- 
tinuing our  Asian  role.  We  will  remain  a  Pacific  power,  but  we  intend 
that  our  presence  will  be  more  in  keeping  with  the  changing  situation 
in  the  area  and  that  our  diplomacy  consequently  will  be  more  flexible. 
We  are  implementing  this  new  policy  in  many  ways.  The  author- 
ized level  of  our  military  personnel  in  East  Asian  countries  was  re- 
duced from  740,000  in  January  1969  to  509,000  at  the  end  of  1970. 
By  July  1971  this  figure  will  be  cut  to  420,000  or  less.  The  bulk  of 
these  reductions  is  from  Vietnam  (265,500),  but  cuts  are  also  being 
made  in  Korea  (20,000),  Thailand  (16,000),  Japan  (12,000),  the 
Philippines  (9,000 ) ,  and  elsewhere.  At  the  same  time,  our  East  Asian 
allies  have  been  increasing  their  capabilities.  Their  own  armed  forces 
now  total  2.7  million,  nearly  twice  the  number  10  years  ago.  Their 
economic  circumstances  have  also  greatly  improved. 

Key  U.S.  Military  Personnel  Reductions 


AUTHORIZED  STRENGTH 

JANUARY  1969 

JUNE  1971 

REDUCTIONS 

VIETNAM 

549.500 

284,000  • 

-265,500 

KOREA 

63,000 

43,000 

-20.000 

THAILAND 

47.800 

32,000 

-15.800 

JAPAN 

39,000 

27.000 

-12,000 

PHILIPPINES 

28.000 

18,900 

-9,100 

BY  MAY  1.1971 


The  results  of  the  Nixon  Doctrine  are  most  marked  in  Vietnam. 
Our  troop  withdrawals  have  contributed  to  a  sharp  decrease  in  U.S. 
casualties;  the  number  of  Americans  killed  in  action  declined  from 
more  than  14,000  in  1968  to  about  4,000  in  1970.  South  Vietnam's 
regular  armed  forces  have  been  increased  to  about  a  million  men, 
compared  with  800,000  two  years  ago.  Volunteer  defense  forces  have 
been  expanded  and  armed.  Countrywide  security  has  greatly 
increased. 
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The  President's  decision  to  support  operations  against  Hanoi's 
sanctuary  areas  in  Cambodia  also  contributed  to  the  reduction  of 
casualties.  And,  by  lessening  potential  threats  against  South  Vietnam, 
it  protected  our  objective  of  progressively  turning  over  to  the  South 
Vietnamese  the  major  responsibility  for  their  defense. 

The  Nixon  Doctrine  relates  not  only  to  military  burden-sharing 
but  also  to  economic  and  political  programs.  These  programs  are  less 
dramatic  than  what  has  happened  in  Vietnam  or  Cambodia,  but  in 
the  long  run  they  also  will  make  a  significant  contribution  to  the  ob- 
jectives we  and  our  Asian  friends  seek. 

Perhaps  the  most  striking  example  of  this  aspect  of  the  Nixon 
Doctrine  is  the  increased  assistance  which  western  Europe,  Aus- 
tralia, Japan,  and  others  are  giving  to  the  developing  nations.  The 
success  of  the  efforts  since  1967  of  the  Inter-Governmental  Group 
on  Indonesia — a  solid  example  of  multilateralism  in  action — attests 
to  the  future  possibilities  of  such  an  approach. 
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This,  then,  is  the  setting  for  the  progress  which  has  been  made  by 
the  nations  of  East  Asia. 


JAPAN 

Our  future  relationship  with  Japan  will  be  the  most  important  sin- 
gle factor  bearing  on  the  success  of  U.S.  policy  in  East  Asia.  In  rec- 
ognition of  this  fact,  the  Administration  made  several  fundamental 
decisions  to  improve  that  relationship  during  the  past  two  years.  Fore- 
most among  these  was  the  understanding  reached  in  November  1969 
between  President  Nixon  and  Prime  Minister  Sato  that  administra- 
tive authority  over  Okinawa  and  the  other  Ryukyu  Islands,  under 
U.S.  administration  since  the  end  of  World  War  II,  would  revert  to 
Japan  during  1972.  The  President  described  his  decision  on  reversion 
as  one  of  the  most  important  he  has  taken.  The  Nixon-Sato  under- 
standing ends  the  last  significant  U.S.-Japanese  issue  pending  from 
the  Second  World  War. 

Although  the  United  States  will  relinquish  administrative  control 
over  the  Ryukyus  to  Japan,  we  will  retain  our  essential  military  bases 
on  the  islands.  These  bases  will  operate  under  the  provisions  of  the 
U.S.-Japan  Treaty  of  Mutual  Cooperation  and  Security  in  the  same 
way  as  these  now  apply  in  Japan  proper.  Such  an  arrangement  will, 
of  course,  place  certain  restraints  on  the  use  of  our  Okinawan  bases, 
since  we  have  agreed  under  the  security  treaty  to  consult  with  the 
Japanese  Government  prior  to  making  major  changes  in  the  deploy- 
ment of  our  forces  or  weapons  or  to  using  our  bases  for  combat 
operations. 

For  its  part,  Japan  will  provide  the  necessary  facilities  and  areas  for 
our  forces  on  Okinawa  and  will  assume  responsibility  for  the  immedi- 
ate defense  of  the  Ryukyus.  More  fundamentally,  however,  in  the 
joint  communique  announcing  the  agreement  to  return  the  Ryukyus 
to  Japanese  administration,  Prime  Minister  Sato  "stressed  that  it  was 
important  for  the  peace  and  security  of  the  Far  East  that  the  United 
States  should  be  in  a  position  to  carry  out  fully"  its  defense  treaty 
obligations  in  the  area.  He  stated  that  "the  security  of  the  Republic  of 
Korea  was  essential  to  Japan's  own  security"  and  that  "the  mainte- 
nance of  peace  and  security  in  the  Taiwan  area  was  ...  a  most 
important  factor  for  the  security  of  Japan."  Japan's  clear  recogni- 
tion of  its  stake  in  the  collective  security  of  the  Far  East  provides  the 
foundation  for  our  military  bases  in  Japan,  including  Okinawa. 

The  return  of  the  Ryukyus  to  Japanese  administration  in  1972 
depends,  to  be  sure,  on  the  conclusion  of  negotiations  now  in  prog- 
ress on  the  range  of  political,  economic,  and  military  matters  involved 

39 


35-283  0-78-17 


246 


in  restoring  full  Japanese  administration  over  the  islands.  We  hope  to 
concliulc  these  complex  negotiations  in  the  spring  of  1971  so  that 
both  governments  can  obtain  the  necessary  legislative  support  and 
ioniplclc  other  preparations  to  accomplish  reversion  during  1972. 

Our  decision  on  the  Ryukyus  has  already  had  a  salutary  effect  on 
Japanese  attitudes  toward  our  security  relationship.  The  security 
treaty  of  1960  was  scheduled  in  1970  automatically  to  enter  a  phase 
in  which  it  could  be  terminated  upon  one  year's  notification  by  either 
side.  Opposition  elements  in  Japan  had  long  hoped  to  use  this  as  an 
occasion  to  recreate  the  political  turmoil  which  surrounded  the 
treaty's  ratification  in  1 960.  But,  after  a  campaign  in  which  the  secu- 
rity issue  figured  prominently,  the  Japanese  Government  scored  an 
electoral  victory  in  late  1969  and  readily  won  pu))lic  acceptance  of 
its  intention  to  maintain  the  security  treaty  with  tlic  United  States 
in  effect  for  an  indefinite  period.  Disruptive  efforts  attracted  little 
public  resp>onse. 

As  a  reflection  of  the  Nixon  Doctrine  and  changes  in  the  political/ 
military  situation  throughout  East  Asia,  the  U.S.  and  Japanese 
Governments  jointly  announced  in  December  1970  a  program  sub- 
stantially to  realign  our  bases  in  Japan  over  the  next  several  months. 
This  program  will  reduce  U.S.  personnel  by  some  12,000  to  approxi- 
mately 29,000.  Major  redeployments  include  the  removal  of  two 
tactical  air  wings  from  bases  at  Yokota  and  Misawa,  the  scaling 
down  of  some  of  our  larger  facilities  and  their  supporting  activities, 
and  reversion  to  Japanese  control  of  some  other  bases,  such  as  the 
Air  Force  establishment  at  Itazuke.  This  program  is  intended  to  pre- 
serve the  essentials  of  our  military  capability  in  the  area  while  reduc- 
ing both  the  costs  and  the  size  of  our  forces  in  the  most  politically 
sensitive  areas. 

On  the  whole  there  is  general  understanding  in  Japan  of  the 
rationale  for  our  policies. 

The  dramatic  growth  of  the  Japanese  economy  and  the  parallel 
development  of  our  economic  ties  most  closely  exemplify  the  inter- 
dependence of  our  two  countries.  Two-way  trade  with  Japan  in 
1970  reached  a  $10.5  billion  level,  second  only  to  our  trade  with 
Canada.  Japan  has  also  become  our  first  billion-dollar  customer  for 
agricultural  products.  While  trade  has  been  increasing  rapidly  in 
both  directions  in  recent  years,  the  sharp  increase  in  Japanese  ex- 
ports to  the  United  States  has  produced  large  deficits  for  us  in  our 
bilateral  trade  accounts.  In  1969  the  deficit  was  $1.4  billion;  how- 
ever, a  high  rate  of  increase  in  our  exports  to  Japan  last  year  reduced 
the  deficit  to  less  than  $1.2  billion  in  1970.  We  are  hopeful  that  the 
accelerated  pace  at  which  the  Japanese  Government  is  reducing  its 

40 


247 


quota  restrictions — from  118  items  in  1969  to  less  than  40  by 
September  1971 — will  enable  U.S.  exporters  to  continue  to  improve 
sales  to  Japan. 

Japan  is  also  making  progress  in  relaxing  its  restrictions  on  foreign 
capital  investments.  The  automobile  industry,  for  example,  is  ex- 
pected to  be  opened  to  foreign  participation  in  April.  A  fourth  round 
of  capital  liberalization  is  scheduled  for  September. 

While  Japan  until  recently  has  been  slow  in  taking  steps  to  liberal- 
ize trade  and  investments,  we  are  pleased  that  there  is  movement  in 
the  right  direction. 

Rapidly  growing  imports  of  synthetic  fibers  and  textiles  have  been 
a  difficult  problem  for  the  United  States.  Japan  is  one  of  the  major 
suppliers  of  these  products.  We  have  been  seeking  to  arrive  at  an 
agreement  with  Japan  to  moderate  the  growth  of  its  synthetic  textile 
exports  to  us.  Negotiations  were  initiated  by  the  Administration  in 
May  1969  in  Tokyo  and  continued  throughout  1969  into  the  sum- 
mer of  1970  when  they  were  temporarily  suspended. 

President  Nixon  and  Prime  Minister  Sato  agreed  at  their  meeting 
in  Washington  in  October  to  resume  efforts  to  solve  the  issue. 
During  the  rest  of  the  year  American  and  Japanese  negotiators  met 
a  number  of  times.  At  the  end  of  1970  the  problem  remained 
unresolved. 

We  have  had,  since  1961,  a  Cabinet-level  joint  U.S.-Japan  Com- 
mittee on  Trade  and  Economic  Affairs  to  promote  economic  collabo- 
ration, mutual  trade,  and  economic  assistance,  and  to  eliminate  con- 
flicts in  the  international  economic  policies  of  the  two  countries.  The 
seventh  meeting  of  the  Committee  was  held  in  Tokyo  in  July  1969. 
The  U.S.  delegation  headed  by  Secretary  Rogers  met  with  the  Japa- 
nese delegation  led  by  Foreign  Minister  Aichi  for  two  and  a  half 
days.  They  discussed  cooperation  in  space,  the  state  of  the  economies 
of  each  country,  problems  of  trade  imbalances,  quota  and  investment 
restrictions  and  Japanese  progress  toward  liberalization  in  these  areas, 
developments  in  fisheries,  aviation,  travel,  and  questions  of  aid  to  de- 
veloping countries.  They  agreed  on  the  importance  of  promoting 
the  principle  of  freer  trade  throughout  the  world  and  of  consulting 
closely  on  a  general  preference  scheme  for  developing  countries.  The 
U.S.  delegation  welcomed  the  declared  intention  of  the  Government 
of  Japan  to  expand  substantially  its  economic  assistance,  particularly 
to  Asia.  The  Committee  also  agreed  to  establish  a  joint  panel  on 
transportation  research,  and  a  meeting  of  experts  from  each  country 
is  scheduled  for  May  1971  in  Tokyo. 

We  have  other  bilateral  agreements  with  Japan.  In  1970  we 
agreed  to  exchange  information  on  housing,  mass  transportation  sys- 

41 


248 


terns,  and  the  development  of  an  experimental  safety  vehicle.  Presi- 
dent Nixon  and  Prime  Minister  Sato  agreed  to  intensify  cooperation 
and  the  exchange  of  knowledge  in  environmental  pollution  control. 
The  Chairman  of  the  Council  on  Environmental  Quality  visited 
Japan  in  October  1970.  The  Japanese  Government  also  decided  to 
establish  an  Environmental  Protection  Ministry  in  July  of  this  year. 
In  1969  we  concluded  an  agreement  with  Japan  to  cooperate  in  its 
space  development  program,  including  the  sale  to  Japan  of  items  of 
hardware  and  technology. 

Although  there  will  doubtless  continue  to  be  points  of  difference, 
we  share  with  Japan  extensive  areas  of  common  economic  interest, 
and  our  bilateral  economic  relationship  is  basically  healthy.  More- 
over, there  is  every  reason  to  expect  that  Japan  will  make  a  growing 
contribution  to  the  political  stability  and  economic  development  of 
Asia,  and  thus  indirectly  to  a  more  stable  security  situation.  We  are 
cooperating  closely  with  Japan  and  other  nations  in  the  Asian  Devel- 
opment Bank,  the  Mekong  Committee,  and  the  U.N.  Development 
Program.  We  have  urged  Japan  to  extend  a  great  deal  more  eco- 
nomic assistance  to  Southeast  Asia  than  it  has  thus  far,  and  we  look 
forward  to  expanded  Japanese  contributions  to  foreign  aid  programs. 


PEOPLE'S  REPUBLIC  OF  CHINA 

In  his  appearance  before  the  Senate  Foreign  Relations  Committee 
in  March  1969  the  Secretary  of  State  stated  that  it  is  in  the  U.S. 
interest  to  reduce  longstanding  tensions  between  the  United  States 
and  the  People's  Republic  of  China,  to  seek  to  resolve  our  differences, 
and  to  move  toward  a  more  constructive  relationship.  He  indicated 
that  we  would  welcome  a  renewal  of  meetings  to  pursue  such  goals. 
He  subsequently  noted  that  the  U.S.  Government  understood 
perfectly  well  that  the  existence  of  the  Republic  of  China  on  the 
island  of  Taiwan  and  the  People's  Republic  of  China  on  the  main- 
land were  both  facts  of  life.  In  a  September  1969  speech  to  the  U.N. 
General  Assembly,  President  Nixon  emphasized  that  we  were  ready 
to  talk  to  the  leaders  of  the  People's  Republic  of  China  whenever 
they  choose  to  abandon  their  self-imposed  isolation. 

To  foster  more  contact  and  better  relations,  the  President  decided 
in  the  spring  of  1 969  to  take  a  series  of  steps  in  the  trade  and  travel 
fields  which  might  improve  our  relations,  attaching  no  demand  for 
reciprocity : 

— In  July  1969  we  relaxed  restrictions  on  travel  to  permit  almost 
any  American  citizen  having  a  legitimate  purpose  other  than  tourism 
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to  travel  to  mainland  China.  In  1969  and  1970  the  number  of  pass- 
ports validated  for  travel  to  China  totaled  556  compared  to  423  from 
April  1 959  to  the  end  of  1968. 

— In  July  1969  we  also  raised  previous  restrictions  to  permit  non- 
commercial tourist  importations  of  mainland  Chinese  goods  up  to  a 
value  of  $100. 

— In  December  1969  we  removed  the  $100  ceiling  and  further 
altered  the  regulations  to  permit  foreign  subsidiaries  of  U.S.  firms  to 
trade  with  mainland  China  in  nonstrategic  goods. 

— Beginning  in  April  1970  we  announced  selective  licensing  of 
American-made  components  and  spare  parts  for  nonstrategic  foreign 
goods  exported  to  mainland  China. 

— In  August  1970  we  lifted  the  prohibition  preventing  American 
oil  companies  abroad  from  supplying  their  foreign-produced  oil  to 
free  world  ships  bearing  nonstrategic  cargoes  to  Chinese  ports. 

Not  unexpectedly  Peking  failed  to  respond  directly  to  these  steps. 
Nevertheless,  in  his  December  10,  1970,  press  conference,  the  Presi- 
dent stated  that  the  initiatives  we  had  taken  in  relaxing  trade  and 
travel  restrictions  would  continue. 

After  a  one-year  hiatus,  our  first  ambassadorial-level  meeting  with 
the  People's  Republic  of  China  had  been  scheduled  for  February  20, 
1969,  in  Warsaw.  However,  the  meeting  was  canceled  by  the  Chinese 
at  the  last  minute.  We  expressed  our  regret  over  the  cancellation,  not- 
ing that  we  had  been  prepared  to  put  forward  a  number  of  sugges- 
tions for  improvement  of  relations.  We  also  expressed  our  readiness  to 
resume  the  meetings  at  any  time.  In  August  1969  the  Secretary  of 
State  again  expressed  our  regret  that  the  talks  had  been  interrupted 
and  our  hope  that  the  dialogue  might  be  resumed.  The  Chinese 
agreed  in  the  fall  to  resume  and  the  first  meeting  was  held  on  January 
20,  1970.  A  second  meeting  was  held  a  month  later.  A  third,  sched- 
uled for  May  20,  1970,  was  canceled  by  the  Chinese.  It  is  our  hope 
that  these  meetings  will  be  resumed  and  that  they  might  among  other 
things  enhance  the  possibilities  for  exchanges  in  the  academic,  medi- 
cal, journalistic,  and  trade  fields.  We  also  look  on  these  meedngs  as  a 
channel  of  communication  for  matters  of  vital  interest  to  both  sides. 
Progress  in  such  discussions  may  be  slow  and  uncertain,  but  the  effort 
must  be  made. 

As  the  Cultural  Revolution  drew  to  a  close  in  mid- 1969,  Peking 
began  selective  efforts  to  normalize  its  relations  with  the  outside 
world.  During  1970  these  efforts  resulted  in  the  establishment  of  dip- 
lomatic relations  with  Canada,  Italy,  Equatorial  Guinea,  and  Ethi- 
opia. Although  Canada  and  Italy  broke  relations  with  the  Republic 
of  China  when  they  recognized  the  People's  Republic  of  China 
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(Equatorial  Guinea  and  Ethiopia  had  earlier  recognized  neither  gov- 
ernment), none  of  the  four  endorsed  explicitly  Peking's  claim  to 
Taiwan. 

When  consulted  during  these  developments  we  have  taken  the 
view  that  the  establishment  of  diplomatic  relations  with  Peking  is 
essentially  a  matter  for  each  country  to  decide  in  the  light  of  its  own 
interests.  But  we  have  also  expressed  the  view  that  the  interests  of  the 
Government  of  the  Republic  of  China,  which  has  played  a  peaceful 
and  constructive  role  in  the  world  community,  should  not  be 
sacrificed. 

Taking  into  account  developments  in  our  China  policy,  as  well  as 
the  situation  in  the  United  Nations,  the  Administration  in  late  1970 
initiated  a  full-scale  review  of  our  policy  on  the  Chinese  representa- 
tion issue.  The  review  had  not  been  completed  when  the  year  ended. 
(For  a  further  discussion  of  the  issue  of  Chinese  representation,  see 
the  chapter  on  the  United  Nations. ) 

For  several  years  Communist  China  has  been  preoccupied  in  its 
external  affairs  with  serious  border  and  ideological  disputes  with  the 
Soviet  Union.  As  the  Secretary  of  State  said  in  August  1969,  we  have 
no  intention  of  seeking  to  exploit  that  dispute  for  our  own  purposes, 
nor  do  we  intend  to  permit  it  to  interfere  with  our  efforts  to  improve 
relations  with  both  countries. 

In  1964  Peking  detonated  its  first  nuclear  device.  In  1967  it 
began  to  test  hydrogen  weapons.  At  the  same  time  it  pressed  ahead 
with  the  development  of  a  missile  delivery  capability.  By  the  middle 
1970's  it  may  begin  deployment  of  an  intercontinental  ballistic  missile 
system. 

REPUBLIC  OF  CHINA 

Relations  between  the  United  States  and  the  Republic  of  China 
continue  to  be  close,  although  that  government  has  not  favored  our 
efforts  to  bring  about  more  normal  relationships  with  Communist 
China. 

Our  basic  defense  commitment  to  the  Republic  of  China  is  con- 
tained in  the  Mutual  Defense  Treaty  of  1954,  which  commits  the 
United  States  to  take  action,  in  accordance  with  its  constitutional 
processes,  to  meet  an  external  attack  against  Taiwan  and  the  Pesca- 
dores. The  United  States  will  not,  in  taking  steps  to  improve  rela- 
tions with  Communist  China,  alter  our  treaty  relationship  or  associa- 
tions with  the  Republic  of  China.  The  Secretary  of  State  gave  such 
assurances  to  President  Chiang  Kai-shek  during  the  Secretary's  visit 
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to  Taiwan  in  August  1969.  They  have  since  been  reiterated.  We 
also  undertook  energetic  diplomatic  efforts  during  1969  and  1970 
to  insure  that  the  Republic  of  China — whose  population  of  14.5 
million  is  greater  than  that  of  two-thirds  of  the  other  members — 
retained  its  membership  in  the  United  Nations.  We  intend  to  con- 
tinue to  oppose  attempts  to  deprive  it  of  its  place  in  the  United 
Nations. 

Effective  use  of  earlier  U.S.  aid  by  imaginative  economic  planners 
and  administrators  within  the  Republic  of  China's  Government,  as 
well  as  the  considerable  talents  of  a  hard-working  people,  have  made 
it  possible  for  the  Republic  of  China  not  only  to  become  one  of  the 
first  countries  in  Asia  no  longer  needing  economic  assistance  (aid 
ended  in  1965)  but  also  to  embark  on  a  course  of  self -sustained 
growth  and  development  toward  a  modern,  industrial  society.  The 
standard  of  living  of  the  average  citizen  of  Taiwan,  in  sharp  con- 
trast to  the  situation  on  the  mainland,  has  continued  to  improve 
strikingly.  Gross  national  product  increased  in  1970  by  10  percent 
in  real  terms;  per  capita  income  increased  7.6  percent  to  approxi- 
mately $292. 

The  twin  engines  of  the  economic  growth  of  Taiwan  have  been 
trade  and  foreign  direct  investment.  The  value  of  foreign  investment 
has  grown  more  than  250  percent  in  the  last  three  years.  American 
investors,  chiefly  in  electronics  and  chemicals,  have  provided  about 
half  of  the  new  investment  during  the  period  -1952-70.  Special  efforts 
by  the  Government  of  the  Republic  of  China  to  encourage  both  for- 
eign and  domestic  investment  in  export-oriented  industries  have 
caused  Taiwan's  foreign  trade  to  increase  six  and  a  half  times  in  10 
years.  The  United  States  is  also  the  most  important  trading  partner 
of  the  Republic  of  China.  American  imports  from  that  country,  how- 
ever, are  growing  at  a  somewhat  more  rapid  rate  than  our  exports  to 
it.  To  strengthen  our  trade  position,  we  held  a  successful  exhibition 
of  advanced  American  industrial  machinery  in  Taipei  in  November 
1970  and  we  are  conducting  other  export-promotion  activities. 

Scientific  and  technological  advances  have  spurred  the  growth 
and  diversification  of  industry  and  trade  in  the  Republic  of  China. 
In  addition  to  the  private  U.S.  transfer  of  technology  to  Taiwan 
through  investment  and  licensing,  the  U.S.  Government  entered  into 
a  Cooperative  Science  Program  with  the  Republic  of  China  on  Janu- 
ary 23,  1969,  to  increase  cooperation  between  scientists,  engineers, 
scholars,  and  institutions  of  research  and  higher  learning,  and  to  use 
the  special  facilities  available  in  each  country.  In  addition,  under  a 
successful  State  Department  pilot  project,  an  outstanding  American 
scientist  was  appointed  Special  Assistant  to  our  Ambassador  for  sci- 
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cnce  and  technology,  and  has  helped  the  Chinese  to  apply  technol- 
ogy in  areas  of  high  potential  return. 

The  continuing  growth  of  Taiwan's  economy  has  made  it  possible 
for  the  Republic  of  China  to  expand  its  efforts  to  help  other  coun- 
tries. Since  1961,  agricultural  demonstrations,  organized  under  its 
"Vanguard"  program,  have  provided  grassroots  technical  assistance, 
primarily  in  Africa,  but  also  in  Latin  America  and  Southeast  Asia. 
Since  1968  the  United  States  has  given  partial  local-currency  support 
to  this  program,  which  now  operates  in  27  countries. 


REPUBLIC  OF  KOREA 

The  increased  economic  and  military  capabilities  of  the  Republic 
of  Korea  were  among  the  factors  which  led  to  the  Administratipn's 
decision  in  1970  to  reduce  the  authorized  strength  of  U.S.  troops  in 
Korea  from  63,000  to  43,000  by  the  end  of  June  1971. 

Our  decision  evoked  intense  debate  in  the  Korean  public  press  and 
government,  which  remain  apprehensive  about  North  Korean  inten- 
tions, and  led  to  efforts  to  persuade  us  to  postpone  the  decision.  We 
made  it  clear  that  the  U.S.  defense  commitment  io  Korea  remains 
firm.  We  also  pointed  out  that  the  strong  Korean  forces  of  about 
600,000  men,  augmented  by  U.S.  forces  remaining  in  Korea  and  by 
U.S.  capabilities  elsewhere  in  the  region,  constitute  a  highly  visible 
deterrent  to  North  Korea.  At  the  same  time  we  recognized  the  neces- 
sity for  modernizing  the  Korean  Armed  Forces  and  assured  the  Re- 
public of  Korea  that,  subject  to  congressional  approval,  we  will  con- 
tinue to  work  with  them  on  a  modernization  program.  In  December 
1970  the  Congress  approved  $150  million  in  Supplemental  Military 
Assistance  Program  funds  for  the  modernization  program. 

North  Korean  statements  and  actions  continued  to  be  a  matter  of 
concern.  The  North  Korean  regime's  attempt  to  infiltrate  the  South, 
never  very  successful  in  the  past,  involved  fewer  incidents  and  less 
violence  in  1969-70  than  in  the  immediately  preceding  years.  But 
during  1969  two  serious  incidents  involving  North  Korean  Armed 
Forces  created  difficult  problems  for  the  United  States.  On  April  15, 
1969,  the  North  Koreans  shot  down  a  U.S.  EC-121  reconnaissance 
aircraft  over  international  waters  east  of  the  North  Korean-Soviet 
border  with  the  loss  of  the  entire  crew.  After  careful  consideration 
of  alternate  courses  of  action,  the  President  confined  himself  to  warn- 
ing the  North  Koreans  against  a  repetition,  at  the  same  time  author- 
izing the  continuation  of  such  reconnaissance  flights  under  protec- 
tive cover. 
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On  August  17,  1969,  a  small  unarmed  U.S.  Army  helicopter  was 
shot  down  when  it  strayed  over  North  Korea  near  the  Demilitarized 
Zone.  Negotiations  for  the  release  of  the  three  crew  members  were 
conducted  at  public  and  private  meetings  of  the  Senior  Members 
of  the  Military  Armistice  Commission  at  Panmunjom.  After  difficult 
negotiations  the  men  were  released  on  December  3,  1969.  The  U.N. 
Command  Senior  Member,  a  U.S.  officer,  signed  a  statement  pre- 
pared by  the  North  Koreans  saying  that  the  helicopter  had  illegally 
violated  North  Korean  airspace  on  an  "espionage"  mission.  Signa- 
ture of  the  document  was  authorized  for  humanitarian  reasons  in 
order  to  secure  the  men's  release.  As  soon  as  the  men  had  been  safely 
returned,  the  U.S.  officer  repudiated  those  parts  of  the  document 
which  were  not  in  accord  with  the  facts. 

Korea's  economic  progress  continues  to  be  one  of  the  important 
success  stories  in  Asia.  The  real  annual  growth  rate  of  GNP  has  been 
one  of  the  highest  in  the  world,  averaging  over  12  percent  in  1966- 
69  and  reaching  nearly  10  percent  in  1970.  However,  the  Korean 
Government  is  keenly  aware  of  inflation  and  foreign  debt  problems, 
and  is  taking  remedial  measures  both  on  its  own  and  in  conjunction 
with  the  International  Monetary  Fund. 

Ties  between  the  United  States  and  the  Republic  of  Korea  were 
strengthened  by  the  visit  to  Korea  of  the  Secretary  of  State  in  early 
August  1969,  and  by  the  meeting  between  President  Nixon  and 
President  Park  in  San  Francisco  later  the  same  month.  After  the 
August  1970  visit  of  Vice  President  Agnew  to  Seoul,  discussions  on 
troop  reductions  and  Korean  military  modernization  accelerated.  In 
multilateral  discussions  among  allied  nations  fighting  in  Vietnam, 
the  Secretary  conferred  with  Korean  officials.  The  Republic  of 
Korea  has  maintained  some  50,000  troops  in  Vietnam. 


INDOCHINA 


Vietnam 


The  Paris  Talks.  Early  in  1969  the  Administration  announced  our 
desire  to  negotiate  a  solution  to  the  Vietnamese  war  through  the  Paris 
talks.  During  the  past  two  years  the  attempt  to  reach  a  negotiated 
settlement  has  remained  the  Administration's  preferred  solution. 
President  Nixon's  proposals  of  May  14,  1969,  set  forth  a  peace  pro- 
gram which  included  an  offer  to  negotiate  an  internationally  verified 
withdrawal  of  all  outside  forces  within  one  year,  internationally  su- 
pervised cease-fires,  and  internationally  supervised  elections  in  which 
all  South  Vietnamese  would  participate  under  agreed  procedures. 
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We  and  the  Government  of  the  Republic  of  Vietnam  pledged  to 
abide  by  the  results  of  these  elections  no  matter  what  they  might  be. 

On  October  7,  1 970,  the  President  undertook  a  second  major  nego- 
tiating initiative,  this  time  proposing  an  immediate  cease-fire  in  place 
throughout  Indochina,  an  immediate  and  unconditional  release  of 
prisoners  of  war,  convocation  of  an  Indochina  Peace  Conference,  and 
a  political  setilement  that  met  the  aspirations  of  "all"  South  Vietnam- 
ese. He  expressed  our  willingness  to  negotiate  an  agreed  timetable  for 
complete  withdrawals  as  part  of  an  overall  settlement. 

In  the  course  of  meetings  m  Paris,  through  diplomatic  contacts 
with  third  countries,  and  through  private  individuals  in  whom  the 
other  side  had  confidence,  we  have  made  a  determined  effort  to  per- 
suade North  Vietnam  to  engage  in  serious  negotiations.  In  so  doing 
we  have  said  that  we  were  prepared  without  preconditions  to  discuss 
the  proposals  of  the  other  side  as  well  as  our  own.  We  repeatedly 
made  it  clear  that  we  considered  everything  negotiable  except  the  op- 
portunity for  the  people  of  South  Vietnam  to  determine  their  own 
future. 

Unfortunately  North  Vietnam  has  on  no  occasion  indicated  that  it 
wjis  prepared  to  negotiate  a  reasonable  settlement.  Its  j>osition,  con- 
tained in  the  National  Liberation  Front's  10-point  program  presented 
in  May  1969  and  the  eight-point  "elaboration"  in  September  1970, 
remained  in  essence  to  insist,  as  preconditions  to  negotiations,  that  the 
United  States  unconditionally  withdraw  all  its  forces  from  Vietnam 
and  that  the  leaders  of  the  Government  of  the  Republic  of  Vietnam 
be  replaced  by  a  "coalition"  government  arranged  under  a  formula 
designed  to  lead  to  Communist  domination.  This,  of  course,  is  not  a 
basis  for  negotiation,  but  a  demand  for  capitulation.  It  remains  our 
hope — although  there  has  been  no  evidence  of  it  as  yet — that,  as 
South  Vietnam  becomes  stronger,  the  incentive  for  North  Vietnam 
to  negotiate  seriously  will  be  increased. 

Vietnamization.  At  the  beginning  of  1969,  non-South  Vietnam- 
ese forces  in  South  Vietnam,  including  those  of  the  enemy  as  well  as 
U.S.  and  other  allied  forces,  were  all  at  their  highest  levels.  A  pro- 
gram had  been  initiated  to  modernize  and  expand  Vietnamese  armed 
forces  to  enable  them  to  deal  with  the  Viet  Cong  when  North  Viet- 
namese forces  no  longer  would  be  involved.  However,  progress  was 
slow,  and  no  specific  provision  had  yet  l^een  made  for  assumption  of 
the  fighting  burden  against  the  North  Vietnamese  by  a  modernized 
N'ietnamese  army.  After  a  careful  review,  the  Administration  deter- 
mined that  a  major  change  in  policy  which  both  complemented  and 
provided  an  alternative  to  negotiation  was  in  order. 

The  "Vietnamization"  policy  to  change  the  character  of  the  war, 
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encourage  the  South  Vietnamese  to  assume  more  responsibility,  and 
concurrently  reduce  and  in  time  terminate  the  U.S.  combat  role 
ensued.  The  policy  was  designed  to  be  carried  out  regardless  of 
whether  North  Vietnam  negotiated  seriously  or  not. 

In  March  1969  the  President  ordered  a  substantial  increase  in  our 
contribution  to  the  training  and  equipment  of  South  Vietnamese 
forces.  He  also  directed  that  plans  be  drawn  up,  in  consultation  with 
the  Government  of  Vietnam  and  other  allies,  for  an  orderly  replace- 
ment of  U.S.  forces  which  would  take  into  continuing  account  the 
abiUty  of  the  Vietnamese  to  assume  a  heavier  burden,  the  level  of 
enemy  activity,  and  the  negotiations  at  Paris.  On  June  8,  1969, 
the  President  announced  the  first  withdrawal  under  this  policy.  In 
five  successive  increments,  the  authorized  U.S.  troop  level  in  Viet- 
nam was  reduced  by  205,000  men  at  the  end  of  1970.  By  May  1, 
1971,  the  authorized  troop  level  will  be  284,000,  as  compared  with 
the  peak  authorized  strength  of  549,500  when  this  Administration 
took  office. 

In  the  absence  of  progress  in  Paris,  specific  decisions  on  further 
U.S.  troop  withdrawals  will  continue  to  be  made  in  the  context  of 
North  Vietnam's  military  responses  and  progress  in  South  Vietnam's 
capabilities.  The  Administration  remains  confident  that  the  course  on 
which  it  is  headed  is  the  right  one  and  that  progress  on  withdrawal 
will  continue  without  interruption. 

During  this  difficult  period  of  talking  in  Paris  and  of  fighting  in 
Vietnam  while  withdrawing  our  troops,  the  Government  has  con- 
tinued to  do  what  is  needed  to  assure  the  security  of  allied  and  U.S. 
forces  in  Vietnam.  One  necessary  measure  is  the  aerial  reconnaissance 
carried  out  over  North  Vietnam.  When  the  understanding  on  the 
cessation  of  bombing  of  the  North  was  worked  out  by  the  previous 
Administration  in  November  1968,  North  Vietnam's  insistence  that 
the  United  States  cease  all  "acts  of  war"  was  restated  by  U.S.  nego- 
tiators to  stipulate  that  the  United  States  would  thereafter  cease  all 
"acts  of  force,"  and  the  right  of  reconnaissance  was  specifically  pre- 
served. Since  that  time,  reconnaissance  flights  have  continued, 
and  U.S.  pilots  have  been  authorized  to  engage  missile  and  antiair- 
craft installations  as  necessary  to  protect  pilots  and  aircraft  on  these 
missions.  In  accordance  with  his  declaration  on  November  3,  1969, 
President  Nixon  has  also  retained  the  option  to  take  other  military 
measures  if  increased  enemy  action  were  to  jeopardize  our  remaining 
forces. 

Decreasing  U.S.  military  expenditures  in  Vietnam  and  increasing 
South  Vietnamese  mobilization  and  costs  are  placing  heavy  strains 
on  a  Vietnamese  economy  already  burdened  by  war.  An  import  tax 
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decreed  in  October  1969  with  our  support  to  augment  government 
revenues  added  to  inflationary  pressures.  So  have  the  larger  budgetary 
deficits  arising  from  increases  in  Vietnamese  mihtary  expenditures. 
Because  of  these  and  other  factors,  the  South  Vietnamese  mounted  a 
concerted  effort  in  late  1970  to  control  inflation.  The  Vietnamese 
Government  announced  a  broad  economic  reform  program  in 
October,  including  major  changes  in  the  exchange  rate.  The  Ad- 
ministration sought  and  received  $50  million  in  supplemental  eco- 
nomic aid  funds  from  the  Congress.  Nevertheless,  overall  economic 
aid  to  Southeast  Asia  will  increase  by  less  than  $500  million  between 
fiscal  1969  and  1971.  During  the  same  period,  costs  arising  from  the 
additional  demands  of  the  Vietnam  war  are  expected  to  decline 
from  $22  billion  to  about  half  that  amount. 

As  the  level  of  hostilities  declines  in  Vietnam,  the  country  finds 
itself  with  a  vastly  improved  infrastructure — roads,  airfields,  sea- 
ports— on  which  to  base  an  economic  development  program.  New 
skills  acquired  by  the  labor  force  and  considerable  experience  gained 
by  the  bureaucracy  add  to  the  vital  human  resources  required  for 
such  a  program.  Within  the  past  year  a  "land-to-the-tiller"  law  has 
been  piLssed,  which  is  expected  virtually  to  abolish  farm  tenancy  in 
Vietnam.  Implementation  began  in  the  late  summer  of  1970  and  is 
expected  to  be  completed  in  about  three  years.  Recent  announce- 
ments by  the  Japanese  and  Australian  Governments  of  stepped-up 
economic  assistance  to  Vietnam  over  the  next  few  years  and  a  surge 
in  private  investment  are  other  promising  developments  in  the  eco- 
nomic field. 

Pacification  and  Political  Development.  In  1969  and  1970  the 
Government  of  South  Vietnam  made  progress  in  its  efforts  to  provide 
security  for  its  people.  The  Government  steadily  expanded  its  terri- 
torial security,  and  the  administrative  presence  of  the  central  govern- 
ment in  the  countryside  was  increased.  At  the  same  time  local  village 
and  hamlet  governments  were  granted  additional  power  through 
elections  of  local  officials  and  self-development  programs  in  which 
the  villagers  themselves  decide  how  to  use  central  government- 
granted  funds. 

There  was  also  heightened  political  activity  in  South  Vietnam  in 
1970.  Elections  were  held  at  tvtry  level  of  government:  for  hamlet 
chiefs  and/or  village  councils,  for  provincial  and  municipal  councils, 
and  for  one-half  of  the  membership  of  the  upper  house  of  the  Na- 
tional Assembly. 

The  upper  house  election  in  August,  the  first  national  election 
since  1967,  was  a  hard-fought  contest.  Some  160  candidates,  run- 
ning on  slates  of  10  candidates  each,  competed  for  30  Senate  seats. 
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The  defeated  candidates  and  a  healthily  skeptical  press  corps  gen- 
erally conceded  the  fairness  of  the  election,  in  which  an  opposition 
group  won  first  place.  The  other  two  winning  slates  represented  pro- 
government  and  independent  viewpoints.  Interest  is  already  high  in 
the  important  lower  house  and  presidential  elections  to  be  held  later 
this  year. 

Prisoners  of  War.  The  fate  and  welfare  of  American  prisoners  of 
war  and  missing  personnel  in  Southeast  Asia  have  been  a  matter  of 
increasingly  urgent  concern  to  the  Administration.  Some  1,600 
Americans,  including  about  40  civilians,  are  missing  or  in  captivity 
in  North  Vietnam,  South  Vietnam,  Laos,  and  Cambodia — some  for 
as  long  as  six  years  and  in  many  cases  with  no  word  to  their  families. 
We  have  raised  this  question  repeatedly  in  the  Paris  negotiations,  but 
the  other  side's  response  has  been  consistently  negative. 

In  his  Indochina  peace  initiative  on  October  7,  1970,  the  Presi- 
dent proposed  the  immediate  release  of  all  prisoners  of  war  on  both 
sides.  On  December  10,  1970,  the  Government  of  South  Vietnam 
with  our  support  proposed  the  release  of  all  North  Vietnamese  pris- 
oners of  war  in  return  for  the  release  of  all  U.S.  and  allied  prisoners 
in  Indochina  and  any  South  Vietnamese  prisoners  held  outside  South 
Vietnam.  All  such  initiatives  have  been  rejected. 

Pursuant  to  the  Geneva  Prisoner  of  War  Convention  of  1 949 — by 
which  North  Vietnam  as  well  as  South  Vietnam,  the  United  States, 
and  the  other  countries  with  forces  in  Southeast  Asia  are  bound — the 
Republic  of  Vietnam  has  taken  many  steps  to  assure  that  enemy  pris- 
oners of  war  are  treated  humanely.  There  are  now  some  38,000  enemy 
prisoners  of  war  in  South  Vietnam,  over  9,000  of  them  North  Viet- 
namese, held  in  six  prisoner  of  war  camps  which  are  regularly  in- 
spected by  doctors  and  delegates  of  the  International  Committee  of 
the  Red  Cross.  Where  inspections  have  called  for  improvements, 
they  have  been  made.  Despite  repeated  requests.  North  Vietnamese 
authorities  have  refused  to  allow  similar  inspections  of  their  prisoner 
of  war  facilities,  nor  have  they  provided  the  names  of  all  prisoners  of 
war  as  required  by  the  Geneva  Convention.  Fulfilling  another  Con- 
vention requirement.  South  Vietnam,  with  our  support,  regularly  ini- 
tiates release  of  sick  and  wounded  prisoners  of  war  to  North  Vietnam. 

The  plight  of  our  prisoners  has  been  the  subject  of  continuing 
diplomatic  efforts.  We  have  been  supported  by  a  wide  range  of 
governments  and  organizations,  including  some  who  disagree  with 
U.S.  policy  on  other  aspects  of  the  Vietnam  conflict.  We  have  wel- 
comed these  efforts  and  regret  they  have  found  but  minimal  re- 
sponse from  the  other  side.  The  United  Nations  on  December  9, 
1970,  passed  a  resolution  calling  for  compliance  with  the  Geneva 
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Convention.  The  International  Red  Cross  has  adopted  similar  posi- 
tions, with  overwhelming  international  support. 

Faced  with  the  other  side's  intransigence,  the  United  States  in 
November  1970  launched  the  dramatic  rescue  attempt  at  Son  Tay 
in  North  Vietnam.  We  knew  there  were  risks,  for  the  prisoners  and 
for  the  men  who  carried  out  this  mission.  Set  against  those  risks  was 
the  knowledge  that  the  other  side  had  given  no  sign  of  readiness  to 
resolve  this  subject,  as  it  should  be,  on  a  humane  basis.  We  took  the 
risk,  as  we  believe  the  men  who  are  prisoners  would  want  us  to  have 
done.  It  was  of  course  a  deep  disapp>ointment  that  the  prisoners  had 
been  moved  before  the  rescue  attempt. 

Our  efTorts  on  behalf  of  our  men  will  continue  until  all  are  re- 
leased and  the  fullest  possible  accounting  is  obtained  of  the  dead 
and  missing. 

Cambodia 
(Khmer  Republic) 

Although  Cambodian  territory  for  many  years  had  been  clandes- 
tinely used  by  the  North  Vietnamese  in  their  war  against  South 
Vietnam,  Cambodia  itself  until  early  in  1970  had  remained  gener- 
ally free  of  the  conflict  with  North  Vietnam  in  which  Laos  and 
South  Vietnam  were  engaged.  The  Cambodian  Government's  con- 
clusion that  the  situation  had  become  intolerable  sharply  changed 
the  policies  of  Cambodia  toward  its  neighbors.  North  Vietnamese 
troops  in  Cambodia  then  made  a  direct  assault  upon  the  country. 

Cambodia  had  broken  diplomatic  relations  with  the  United 
States  in  May  1965.  Late  in  1968,  a  Cambodian  desire  to  improve 
relations  had  become  evident,  and  the  new  Administration  promptly 
responded.  On  April  16,  1969,  following  patterns  previously  set  by 
the  United  Kingdom,  Japan,  Australia,  and  more  than  40  other 
nations,  we  delivered  to  the  Cambodian  Government  a  statement 
declaring  that,  "In  conformity  with  the  United  Nations  Charter, 
the  United  States  of  America  recognizes  and  respects  the  sovereignty, 
independence,  neutrality,  and  territorial  integrity  of  the  Kingdom  of 
Cambodia  within  its  present  frontiers." 

Reestablishment  of  diplomatic  relations  followed  on  July  2,  1969, 
and  a  U.S.  Embassy  in  Phnom  Penh,  headed  by  a  Charge  d'Affaires, 
was  opened  on  August  1 6. 

In  January  of  1970,  Prince  Sihanouk  left  Cambodia  for  what  was 
originally  a  rest  cure  in  France,  leaving  Cheng  Heng,  President  of 
the  National  Assembly,  as  acting  chief  of  state  and  Lon  Nol  as  Prime 
Minister.  Two  months  later  the  Prince  was  deposed  by  the  Assembly 

52 


259 


and  the  Council  of  the  Kingdom,  following  a  period  of  disagreement 
with  the  Prince  over  economic  and  administrative  matters. 

Prior  to  his  deposition  both  Prince  Sihanouk  and  the  Govern- 
ment had  grown  increasingly  concerned  over  North  Vietnamese  and 
Viet  Cong  control  of  Cambodian  territory  in  the  sanctuary  areas 
along  the  South  Vietnamese  border.  Sihanouk  was  deposed  during  a 
trip  to  Moscow  and  Peking  to  seek  the  removal  of  these  troops. 
Shortly  thereafter,  Hanoi  rejected  efforts  by  the  Cambodian  Gov- 
ernment to  negotiate  the  withdrawal  of  Communist  troops. 

In  early  April  North  Vietnamese  troops  in  Cambodia,  faced  with  a 
Cambodian  Government  no  longer  willing  to  acquiesce  in  their  pres- 
ence, began  to  expand  their  control  over  the  eastern  and  southern 
areas  of  Cambodia  from  which  they  had  long  supplied  and  directed 
their  main  efforts  against  South  Vietnam.  Repeated  requests  by  the 
Cambodian  Government  to  negotiate  with  Hanoi  for  the  removal  of 
its  troops  were  rebuffed,  and  other  diplomatic  efforts  also  failed  to 
produce  negotiations  or  a  peaceful  settlement. 

After  consultation  with  his  chief  diplomatic  and  military  advisers, 
the  President  on  April  30  announced  that  he  had  ordered  American 
forces  in  Vietnam  to  assist  South  Vietnamese  forces  in  attacking 
the  sanctuary  areas  in  order  to  capture  and  destroy  as  many  supplies 
as  possible,  inflict  military  damage  on  North  Vietnamese  troops,  and 
disrupt  North  Vietnam's  main  command  and  control  center.  He 
stated  that  the  action  was  being  taken  to  prevent  the  development  of 
increased  threats  to  American  troops  in  Vietnam  and  the  success  of 
the  Vietnaxnization  program  that  could  result  from  an  expanded, 
contiguous  North  Vietnamese  base  area  in  Cambodia.  He  empha- 
sized that  our  action  would  be  limited  in  area,  duration,  and  objec- 
tive, and  that  we  were  not  seeking  to  broaden  the  war  but  rather  to 
help  assure  the  success  of  our  previously  established  policies  directed 
toward  its  early  end.  On  June  30,  the  end  of  the  period  established 
by  the  President,  the  last  American  ground  troops  were  withdrawn 
from  Cambodia. 

Developments  in  South  Vietnam  in  the  second  half  of  1970  con- 
firmed the  soundness  of  the  decision  to  attack  the  enemy  in  his  Cam- 
bodian sanctuaries.  Enemy  capabilities  in  Vietnam  were  significantly 
reduced,  pacification  programs  advanced,  and  U.S.  casualty  rates 
declined. 

In  taking  the  decision  to  assault  the  North  Vietnamese  sanctu- 
aries, the  Administration  specified  that  it  was  not  assuming  a  com- 
mitment to  the  military  defense  of  the  Cambodian  Government.  It 
reiterated  U.S.  support  of  the  announced  policy  of  the  Cambodian 
Government  to  remain  neutral.  In  a  speech  in  San  Francisco  on 
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June  29,  Secretary  of  State  Rogers  further  emphasized  our  interest 
in  this  respect  by  stating  that  we  would  not  favor  Cambodia,  which 
had  originally  been  a  "protocol"  state,  becoming  reassociated  with 
SEATO.  SEATO  members  in  a  subsequent  meeting  in  Manila  con- 
firmed this  as  SEATO  policy  as  well. 

During  the  same  period  the  United  States  responded  to  Cambo- 
dia's pleas  for  military  supplies  necessary  to  enable  it  to  resist  the 
North  Vietnamese  attacks  then  being  launched  widely  against  Cam- 
bodian cities.  From  fiscal  1970  funds,  $8.9  million  was  authorized 
for  expenditure  on  small  arms  and  other  materials  for  Cambodia, 
and  arrangements  were  made  for  transfer  of  captured  North  Viet- 
namese weapons  identical  with  those  used  by  the  Cambodian  Army. 
In  fiscal  1 97 1 ,  a  total  of  $  1 00  million  was  ultimately  transferred  from 
other  foreign  aid  funds  in  order  to  continue  military  assistance.  In 
December  Congress  agreed  to  an  Administration  request  for  a  sup- 
plemental appropriation  containing  an  additional  $85  million  in 
military  assistance  and  $70  million  in  economic  aid  funds  for  Cam- 
bodia, as  well  as  the  $100  million  to  replace  the  funds  taken  from 
other  programs. 

The  military  assistance  program,  some  70  percent  of  which  repre- 
sents ammunition  and  aerial  ordnance,  consists  of  items  which  the 
Cambodian  armed  forces  can  readily  use  without  extensive  training. 
At  the  same  time,  basic  infantry  and  unit  training  for  the  rapidly 
expanding  Cambodian  armed  forces — which  grew  by  voluntary  re- 
cruitment from  under  40,000  in  March  1970  to  some  200,000  in 
January  1971 — is  being  provided  principally  by  Cambodia  itself 
and  its  neighlx)rs,  South  Vietnam  and  Thailand,  with  limited  U.S. 
financial  support. 

On  the  withdrawal  of  U.S.  troops  from  the  sanctuary  areas,  some 
South  Vietnamese  forces  continued  to  operate  there  to  prevent  the 
reestablishment  of  an  enemy  presence.  The  United  States  continued 
air  operations  against  enemy  troops,  supplies,  and  lines  of  communi- 
cation in  Cambodia.  Ultimately,  it  also  provided  limited  air  combat 
and  logistic  support  for  South  Vietnamese  forces  operating  there.  In 
December  the  Administration,  in  spite  of  reservations  about  circum- 
scribing executive  authority,  confirmed  that  its  policies  in  no  way 
conflicted  with  proposed  legislation,  and  the  Congress  enacted 
legislative  restrictions  on  U.S.  military  activities  in  Cambodia  barring 
the  introduction  of  U.S.  ground  combat  troops  or  advisers. 

Meanwhile,  the  United  States  continued  to  support  the  restora- 
tion of  Cambodian  territorial  integrity  and  the  protection  of  Cam- 
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bodian  independence  and  neutrality.  During  a  visit  to  Saigon  in  July 
1970,  the  Secretary  of  State  met  there  with  the  Cambodian  Foreign 
Minister,  and  the  Assistant  Secretary  for  East  Asian  and  Pacific 
Affairs  visited  Phnom  Penh.  The  Vice  President  visited  Cam- 
bodia in  August.  The  Secretary .  and  the  President  met  with  the 
Cambodian  Chief  of  State  and  the  Foreign  Minister  in  Washington 
in  October. 

In  October  Cambodia  officially  changed  its  name  and  form  of  gov- 
ernment to  become  the  Khmer  Republic.  This  change  resulted  from 
Khmer  nationalism  and  the  unity  of  broad  social  elements — army* 
civil  service,  students,  intellectuals,  Buddhist  monks — in  support  of 
the  republican  government  and  in  opposition  to  the  North  Vietna- 
mese invasion. 

Laos 

For  two  decades  Laos  has  been  unable  to  establish  a  stable  internal 
situation  because  of  the  presence  on  Lao  soil  of  North  Vietnamese 
troops — about  90,000  at  the  end  of  1970 — whose  dual  objectives  are 
to  facilitate  the  flow  of  men  and  supplies  to  South  Vietnam  and  to 
fight  a  war  for  control  of  northern  Laos  on  behalf  of  the  Communist 
Lao  Patriotic  Front.  The  1962  Geneva  Agreement  for  an  independ- 
ent and  neutral  Laos,  to  which  both  the  United  States  and  North 
Vietnam  were  parties,  has  never  been  observed  by  North  Vietnam. 

The  Administration's  policy  toward  Laos,  like  that  of  previous 
Administrations,  is  founded  on  the  assumption  that  the  interests  of 
the  United  States  and  of  Laos  itself  are  best  served  by  a  neutral, 
independent  Laos.  We  have  sought  not  to  align  the  Lao  Govern- 
ment with  the  United  States  but  to  help  it  preserve  its  independence 
and  to  keep  alive  multilateral  support  for  its  position. 

Despite  North  Vietnam's  refusal  to  observe  its  obligations  under 
the  1962  agreements,  it  has  been  our  aim  to  preserve  the  structure 
of  those  agreements  and  to  seek  their  full  implementation.  Our  de- 
sire to  preserve  the  neutrality  of  Laos  while  helping  it  to  resist  military 
attacks  has  faced  us  with  complex  issues  in  responding  to  the  Royal 
Lao  Government's  requests  for  assistance  in  the  face  of  North  Vietna- 
mese military  activities  on  Lao  soil. 

American  assistance  has  contained  both  military  and  economic 
elements  in  an  effort  to  contain  North  Vietnamese  aggression  and 
preserve  a  neutral  Laos  within  the  framework  of  the  Geneva  Agree- 
ments. 

With  the  consent  of  the  Lao  Government  we  also  have  continued 
to  conduct  and,  since  the  North  Vietnamese  attack  on  Cambodia, 
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have  expanded  air  operations  to  interdict  the  flow  of  troops  and  sup- 
plies across  Lao  teriitory  on  the  Ho  Chi  Minh  Trail.  The  rapid 
buildup  of  North  Vietnamese  troops  in  south  Laos  since  last  fall 
shows  that,  since  the  shutofF  of  their  access  route  to  the  sea  across 
Cambodia,  the  North  Vietnamese  have  relied  increasingly  on  the 
Trail  through  Laos. 

VVe  have  continued  to  carry  out  reconnaissance  flights  in  northern 
Laos.  And  we  have  continued  to  fly  support  missions  for  Lao  forces 
as  requested  by  the  Government;  those  missions  were  augmented 
during  North  Vietnam's  February-May  1970  dry  season  offensive, 
but  subsequently  reduced.  In  that  offensive,  elements  of  two  North 
Vietnan^ese  divisions  had  pushed  west  and  southwest  of  the  Plain  of 
Jars,  cKxupying  large  areas  which  had  traditionally  been  held  by  Gov- 
ernment forces,  and  threatened  the  regional  headquarters  of  the 
Royal  Lao  Army  at  Long  Tieng. 

Lao  Prime  Minister  Souvanna  Phouma  has  long  been  prepared, 
without  preconditions,  to  hold  internal  talks  with  the  Communist 
Lao  Patriotic  Front.  In  response  to  the  Front's  peace  proposal  of 
March  6,  1970,  he  called  for  an  immediate  ceiise-fire  and  with- 
drawal of  all  foreign  forces  under  International  Control  Commis- 
sion supervision  and  proposed  a  meeting  of  all  interested  parties  to 
discuss  their  diflerences.  He  has  met  several  times  for  preliminary  dis- 
cussions with  the  special  envoy  dispatched  to  Vientiane  by  the  Lao 
Patriotic  Front  in  an  endeavor  to  reach  agreement  on  the  arrange- 
ments for  further  stages  of  the  talks.  Souvanna  has  repeatedly  offered 
positive  guarantees  of  security — including  a  role  for  the  International 
Control  Commission — for  holding  talks  on  neutral  ground  in  the 
Plain  of  Jars  area.  We  support  this  effort  to  assure  reasonable  and 
equital)le  security  provisions. 

The  Pursuit  of  Peace 

In  addition  to  seeking  a  negotiated  settlement  of  the  conflict  in 
Vietnam,  the  Administration  has  been  receptive  to  efforts  to  negoti- 
ate a  settlement  of  the  conflict  in  Indochina  as  a  whole.  It  has  also 
supported  separate  efforts  in  connection  with  I^aos  and  Cambodia. 
We  have  ourselves  initiated  attempts  to  achieve  serious  negotiations 
in  several  forums,  including  the  President's  proposal  for  an  Indo- 
china Peace  Conference,  and  we  have  welcomed  the  efforts  of  third 
parties  to  get  talks  started.  We  are  wedded  to  no  dogmas  and  no  par- 
ticular formulas. 

We  strongly  endorsed  Prime  Minister  Souvanna  Phouma's  call  in 
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February  1970  for  the  consultations  on  Laos  specified  in  the  1962 
Geneva  Accords.  President  Nixon,  in  personal  communications, 
thereafter  asked  each  of  the  signatories  of  these  accords — including 
Communist  China  and  North  Vietnam — to  agree  to  consultations. 
We  have  supported  the  Prime  Minister's  attempts  since  January  of 
last  year  to  reach  agreement  w^ith  the  Communist  Lao  on  getting  in- 
ternal Lao  talks  started. 

We  supported  the  French  proposal  of  April  1970  for  wider  nego- 
tiations on  Indochina,  and  endorsed  similar  proposals  by  the  United 
Kingdom,  New  Zealand,  and  other  countries.  We  noted  with  inter- 
est the  favorable  reference  to  the  idea  of  a  broad  negotiation  ex- 
pressed at  the  time  by  the  Soviet  Ambassador  to  the  United  Nations 
but  were  disappointed  in  the  Soviet  Government's  reversal  of  that 
position.  We  welcomed  U.N.  Secretary  General  U  Thant's  sugges- 
tion in  May  1970  for  a  conference  on  Indochina.  We  strongly  sup- 
ported the  initiative  of  the  1 1  Asian  nations  at  Djakarta  in  May  1970 
that  called  for  preservation  of  Cambodia's  neutrality  and  independ- 
ence, reactivation  of  the  International  Control  Commission,  and  an 
international  conference  on  Indochina.  And  we  favored  Cambodian 
efforts  both  before  and  after  the  deposition  of  Prince  Sihanouk  to 
negotiate  a  peaceful  withdrawal  of  North  Vietnamese  forces  from 
Cambodia. 

Our  hope  continues  to  be  that  meaningful  negotiations  will  occur 
and  lead  to  peace  settlements  in  Southeast  Asia.  The  progressive 
strengthening  of  South  Vietnam,  the  nationalism  of  the  Khmer  Re- 
public, and  the  abihty  of  Laos  to  withstand  great  military  pressures 
for  so  long  a  time  give  supp>ort  to  the  concept  that  the  countries  of 
Southeast  Asia,  with  outside  material  assistance,  will  be  able  to  main- 
tain their  own  security  by  force  of  arms  if  necessary.  But  peace  agree- 
ments would  release  the  energies  of  all  concerned  for  constructive 
tasks.  We  shall  continue  to  urge  the  pursuit  of  this  objective. 


SOUTHEAST  ASIA 


Thailand 


I 


A  key  factor  in  the  security  and  development  of  Southeast  Asia 
is  the  close  relationship  which  the  United  States  maintains  with 
Thailand.  Allied  with  us  through  SEATO,  Thailand  continues  to 
make  available  air  bases  and  facilities  for  U.S.  air  operations  in 
Southeast  Asia  and  to  cooperate  with  the  United  States  in  a  wide 
range  of  security  matters  in  the  area.  The  Thai  Government  has 
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announced  plans  to  withdraw  its  army  forces  from  South  Vietnam 
beginning  this  year,  because  of  the  progress  of  Vietnamization  and 
the  continuing  need  for  experienced  military  personnel  in  Thailand, 
also  subject  to  insurgency  supported  and  inspired  by  Communist 
China  and  to  some  extent  North  Vietnam. 

In  accordance  with  the  Nixon  Doctrine  and  in  consultation  with 
the  Thai  Government,  we  decided  that  the  reduced  level  of  air 
operations  over  Vietnam  permitted  us  to  reduce  the  U.S.  military 
presence  in  Thailand.  On  September  30,  1969,  the  President  and 
tlie  Thai  Prime  Minister  announced  that  6,000  of  the  48,000  U.S. 
military  personnel  then  in  Thailand  would  be  withdrawn  by  July  1, 
1970.  That  goal  was  met.  An  additional  9,800  personnel  will  be 
withdrawn  by  June  30,  1971. 

Thailand  remain^  concerned  about  its  future  security  in  the  light 
of  the  experience  ot  Vietnam,  Laos,  and  Cambodia.  On  several  oc- 
casions in  1969  and  1970,  the  President,  the  Vice  President,  and  the 
Secretary  of  State  have  reaffirmed  the  determination  of  the  United 
States  to  honor  its  SPLATO  commitment  to  meet  the  common  danger 
in  accordance  with  its  constitutional  processes  in  the  event  of  Com- 
munist aggression. 

At  the  same  time,  the  Royal  Thai  Government  has  made  clear 
that  it  supports  the  Nixon  Doctrine  and  intends  to  carry  out  the 
struggle  against  insurgency  in  Thailand  without  requesting  forces 
from  the  United  States.  It  does,  however,  wish  the  United  States  to 
continue  to  provide  economic  and  military  aid  to  support  the  Thai 
Government's  own  efforts.  The  United  States  has  assured  the  Thai 
Government  that  it  intends  to  continue  providing  such  assistance. 
Grant  economic  and  military  assistance  to  Thailand  in  the  last  two 
fiscal  years  (1969  and  1970)  was  valued  at  approximately  $200 
million. 

Communist-led  insurgency  broke  out  in  northeast  Thailand  in 
1965,  and  in  the  far  north  in  1967.  Although  this  insurgency  has 
failed  to  develop  widespread  support,  the  insurgents  are  continuing 
their  program  of  propaganda,  terror,  and  harassment  of  Thai  officials, 
seeking  to  expand  their  areas  of  influence  and,  ultimately,  to  over- 
throw the  Government.  In  the  far  south  the  remnants  of  the  Malayan 
Communist  insurgents  also  established  themselves  on  Thai  territory  in 
the  late  1950's.  Although  ostensibly  targeted  against  Malaysia,  these 
insurgents  clashed  on  a  number  of  occasions  with  Thai  security  forces 
during  1970.  The  total  number  of  armed  insurgents  in  Thailand  is 
estimated  at  a  little  more  than  5,000. 

The  Administration  maintains  the  closest  consultation  with  Thai- 
land to  assure  that  adjustments  to  the  changing  conditions  in  South- 
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east  Asia  are  made  with  maximum  harmony  and  cooperation.  In 
particular  we  have  remained  in  close  consultation  on  the  future  of 
Thai  forces  in  Vietnam  and  of  U.S.  forces  in  Thailand,  and  on  meas- 
ures to  achieve  shared  objectives  in  Vietnam,  Laos,  and  Cambodia. 

Following  conversations  between  the  Thai  and  Cambodian  For- 
eign Ministers  in  Bangkok  in  May  1970,  diplomatic  relations  between 
the  two  countries  were  renewed  for  the  first  time  since  1961,  and  am- 
bassadors have  since  been  exchanged.  Thailand  has  provided  military 
training  for  Cambodians  in  Thailand. 

^An  important  aspect  of  the  continuing  process  of  consultation  with 
the  Royal  Thai  Government  has  been  a  number  of  high-level  visits 
by  leaders  of  the  Administration  to  Bangkok.  The  most  important  of 
these  visitors  were  the  President  in  July  of  1 969,  Vice  President  Ag- 
new  twice  in  1970,  and  the  Secretary  of  State  in  March  of  1969  in 
connection  with  the  annual  SEATO  Council  meeting. 

For  the  first  time  in  more  than  a  decade,  national  elections  took 
place  in  Thailand  in  1969,  when  contested  elections  were  held  for  a 
new  Lower  House. 

Burma 

The  Administration  has  continued  the  longstanding  U.S.  policy 
of  respecting  the  Burmese  Government's  nonaligned  foreign  p>olicy 
and  its  desire  to  deal  with  its  internal  problems  in  its  own  way  with- 
out outside  interference.  We  support  its  objectives  of  maintaining 
Burma's  independence  and  territorial  integrity  and  of  reestablishing 
internal  stabiUty.  The  U.S.  presence  in  Burma  is  small  and,  in  accord- 
ance with  the  wishes  of  the  Burmese  Government,  we  have  no  plans 
for  new  U.S.  programs  there.  During  the  past  12  months,  however, 
the  U.S.  cultural  program  in  Burma,  heretofore  limited,  has  been 
active. 

The  program  included  the  Duke  Ellington  and  Count  Basic  orches- 
tras, the  Apollo  XII  astronauts,  several  athletes,  a  moonrock  exhi])it, 
a  scientist,  and  several  educational  exhibits.  We  hope  to  continue 
such  cultural  and  educational  contacts  with  Burma. 

Malaysia  and  Singapore 

In  1970  there  was  a  smooth  transition  in  Malaysia's  government 
when  Tun  Razak  succeeded  to  the  Prime  Ministership.  Parlia- 
mentary government,  suspended  in  1969  as  a  result  of  communal 
disorders,  was  restored  in  February  1971. 

Of  great  concern  to  Malaysia  has  been  the  question  of  disposals 
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from  the  surplus  of  our  national  strategic  stockpile  of  rubber  and  tin, 
commodities  which  are  Malaysia's  chief  exports.  During  1969  and 
1970  we  commercially  sold  48,322  long  tons  of  rubber.  There  were 
no  tin  sales.  The  timing  and  quantities  of  these  sales  were  modified 
to  take  into  account  the  views  of  the  Malaysian  Government  and 
other  producers.  We  have  continued  to  consult  regularly  on  these 
matters  with  the  Malaysian  Government. 

As  with  Malaysia,  our  relations  with  Singapore  are  marked  by 
friendly  ties  and  common  interests.  U.S.  private  investment  con- 
tinues to  flow  into  this  small  island  republic  at  a  fast  rate.  More 
than  300  U.S.  firms  are  there  now,  and  our  present  investment  is 
$203  million.  (Another  $140  million  is  already  planned  by  Ameri- 
cans for  investment  over  the  next  few  years.)  Singapore's  overall 
record  both  in  economic  growth  and  in  population  control  is  ex- 
traordinarily good.  Last  year  GNP  grew  by  almost  14  percent  while 
population  growth  declined  to  1 .5  percent. 

It  is  our  hope  that  the  decision  of  both  nations  to  join  with 
Australia,  New  Zealand,  and  the  United  Kingdom  in  the  Five  Power 
Defense  Arrangement  for  the  Malaysia-Singapore  region  will  help 
contribute  to  future  stability  in  Southeast  Asia. 

Both  Singapore's  Prime  Minister  and  Malaysia's  Deputy  Prime 
Minister  made  informal  and  unofficial  visits  to  Washington  during 
the  fall  of  1970  and  met  with  high  officials  of  the  Department. 

Indonesia 

Indonesia,  with  about  half  the  area  and  population  of  Southeast 
Asia,  has  great  material  and  human  resources,  and  therefore  the 
potential  to  play  a  major  role  in  the  region.  We  believe  that  the 
pragmatic  and  cooperative  approach  of  Indonesia's  new  leadership 
insures  that  the  country's  role  will  be  a  constructive  one,  contribut- 
ing to  the  building  of  a  peaceful,  prosperous  Southeast  Asia. 

Through  its  own  determined  efforts  and  with  multilateral  assist- 
ance from  international  agencies  and  foreign  governments  in  the 
Inter-Governmental  Group  on  Indonesia  (IGGI),  Indonesia  suc- 
ceeded in  the  late  1960's  in  bringing  rampant  inflation  under  control 
more  swiftly  than  had  been  thought  possible. 

Heartened  by  this  impressive  performance  in  economic  stabiliza- 
tion, the  United  States  and  other  member  nations  of  the  Inter-Gov- 
ernmental Group  are  supporting  Indonesia's  development  efforts 
with  about  $600  million  of  aid  during  the  period  from  January  1, 
1970,  to  March  31,  1971.  The  U.S.  share  including  surplus  food 
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is  $230  million.  At  the  most  recent  Group  meeting,  held  in  Decem- 
ber 1970  in  the  Netherlands,  the  United  States  pledged  one-third  of 
the  $375  million  in  1971-72  bilateral  nonfood  aid  requirements  and 
a  "fair  share"  of  the  approximately  $160  million  in  food  aid  require- 
ments. Under  this  arrangement  our  assistance  has  included  an  an- 
nual pledge  of  $30-$40  million  for  commodity  import  loans,  a  like 
amount  for  the  import  of  Public  Law  480  yarn  and  cotton,  and 
about  $100  million  for  Public  Law  480  food  aid.  With  its  greater 
financial  stability,  Indonesia  in  1969  shifted  its  emphasis  from  sta- 
bilization to  economic  development.  Our  assistance  in  this  field  has 
included  aid  to  electric  power  rehabilitation,  a  fertilizer  plant,  and 
a  cement  plant. 

Another  demonstration  of  confidence  in  Indonesia's  future  was 
the  April  1970  agreement  by  the  "Paris  Club,"  made  up  of  Indo- 
nesia's major  creditors  (other  than  the  Soviet  Union  and  its  allies), 
to  stretch  over  a  30-year  period  repayment  of  the  $2.1  billion  external 
debt  Indonesia  inherited  from  the  Sukarno  regime.  We  concurred 
with  respect  to  the  $215.6  million  owed  to  the  United  States.  Using 
this  model,  Indonesia  is  rescheduling  its  debts  with  all  countries;  it 
signed  its  first  non-Paris  Club  debt  agreement  in  August  1970  with 
the  Soviet  Union.  Resolution  of  the  debt  problem  restores  Indonesia's 
international  credit  rating  and  allows  undistracted  attention  to  cur- 
rent economic  issues. 

Private  foreign  investors  have  also  shown  confidence  in  Indo- 
nesia's economic  progress.  U.S.  investors  have  responded  with  signed 
contracts  for  approximately  $550  million  of  the  more  than  $1.5  bil- 
lion in  foreign  investment  approved  by  the  Indonesian  Government 
through  September  1970.  While  much  of  the  U.S.  investment  is  in 
the  technologically  complex  and  costly  areas  of  mining  and  petro- 
leum, a  considerable  range  of  manufacturing  ventures  will  also  pro- 
vide support  to  the  infant  industrial  sector. 

Concentration  on  domestic  economic  problems  has  not  caused 
Indonesia  to  lose  sight  of  broader  concerns.  The  Government  of 
Indonesia  continues  to  seek  a  regional  approach  to  economic 
and  social  development  through  its  support  of  the  Association  of 
Southeast  Asian  Nations  and  other  cooperative  groupings.  Con- 
cerned over  the  threat  to  Cambodia's  neutrality,  Indonesia  played  a 
key  role  in  calling  the  1 1  -nation  Asian  conference  to  consider  the 
Cambodian  problem.  Indonesia  also  served  on  the  three-nation 
committee  named  by  this  conference  which  sought  further  means  of 
lessening  the  conflict  in  the  Indochina  area. 
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The  Administration  has  welcomed  and  assisted  Indonesia's  de- 
sire to  remain  nonaligned,  and  its  efforts  to  put  its  own  house  in 
order  and  play  a  constructive  independent  role  in  the  search  for 
peace  in  Southeast  Asia.  U.S.  support  was  evident  most  clearly  in 
President  Nixon's  July  1969  visit  to  Djakarta  (the  first  such  visit  by 
a  U.S.  President)  and  President  Suharto's  state  visit  here  in  May- 
June  1970  (his  first  to  the  United  States).  On  both  occasions  Presi- 
dent Nixon  expressed  confidence  in  the  self-reliant,  independent 
policies  of  Indonesia's  "New  Order"  and  the  willingness  of  his  Ad- 
ministration to  assist  in  Indonesia's  development  to  the  extent  and  in 
the  manner  Indonesians  deem  appropriate. 

Philippines 

In  Manila,  in  July  1969,  President  Nixon  noted  the  close  and  long 
relations  of  the  United  States  with  the  Philippines,  as  well  as  the 
recent  strains  in  those  relations.  He  publicly  expressed  our  desire  to 
build  a  new  relationship  between  the  two  countries  based  on  mutual 
trust,  respect,  confidence,  and  cooperation.  At  the  end  of  the  visit, 
President  Marcos  responded  that  the  candor,  frankness,  and  open- 
ness of  the  conferences  and  consultations  had  dispelled  doubts  about 
U.S.  policy. 

We  have  been  carefully  and  candidly  examining  all  aspects  of  such 
a  new  relationship  with  the  Philippines,  including  our  Military  Bases 
Agreement  and  longstanding  economic  arrangements  with  the  Philip- 
pines. The  Philippine  Government  has  also  been  going  through  a 
similar  reexamination. 

The  Philippine  Government's  October  1969  request  to  enter  into 
negotiations  to  update  the  1947  Military  Bases  Agreement  was  a 
manifestation  of  its  desire  to  put  the  U.S. -Philippine  relationship  on 
a  new  footing.  We  acceded  to  this  request  and  began  our  prepara- 
tions for  talks.  Following  reaffirmation  in  November  1970  of  the 
Philippine  Government's  desire  to  proceed  immediately  with  talks, 
it  was  agreed  that  technical  level  talks  l^etween  panels  of  experts 
would  take  place  during  1971.  The  talks  will  be  aimed  at  reviewing 
the  Agreement  in  relation  to  provisions  governing  U.S.  base  arrange- 
ments elsewhere  and  at  laying  the  groundwork  for  arrangements  in 
the  Philippines  that  will  satisfy  the  needs  of  both  governments  and 
not  put  an  unfair  or  unnecessary  burden  on  either. 

Other  steps  to  modify  the  1947  Military  Bases  Agreement  have 
l)een  taken  in  recent  years.  In  1966  the  duration  of  the  Agreement 
was  shortened  from  99  to  25  years;  in  1968  we  negotiated  a  base  labor 
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agreement,  and  in  1969,  a  customs  agreement.  A  NATO-model 
criminal  jurisdiction  agreement  negotiated  in  1965  has  come  under 
criticism  recently  in  the  Philippines,  and  it  is  also  likely  to  be  the 
subject  of  talks. 

We  notified  the  Philippine  Government  on  December  11,  1970, 
that  the  United  States  had  agreed  to  its  request  of  November  3, 
1970,  for  the  return  of  Sangley  Point  Naval  Station.  The  formal  turn- 
over of  the  facility,  which  the  United  States  hais  operated  since  1898, 
will  take  place  in  mid- 1971.  The  United  States  and  the  Philippines 
also  reached  agreement  on  October  10,  1970,  to  turn  over  to  Philip- 
pine command  and  control  five  LORAN  stations  (providing  radar 
navigation  facilities  for  shipping),  which  had  been  operated  since 
1946  by  the  U.S.  Coast  Guard. 

We  have  made  a  broad  review  of  the  issue  connected  with  the 
scheduled  expiration  of  the  Laurel-Langley  Trade  and  Investment 
Agreement  in  1974.  The  Agreement  granted  tarifT  and  quota  pref- 
erences for  Philippine  products  in  U.S.  markets  on  a  declining  scale 
to  terminate  with  the  end  of  the  agreement  in  1974.  It  also  provided, 
during  that  period,  that  U.S.  investors  in  the  Philippines  would  be 
given  the  same  treatment  as  Philippine  investors,  and  this  attracted 
a  substantial  amount  of  U.S.  investment.  The  expiration  of  Laurel- 
Langley  will  raise  problems  for  both  sides  which  will  require  further 
discussion  by  the  two  governments. 

In  February  1970  the  Philippines  entered  into  a  standby  agree- 
ment with  the  International  Monetary  Fund  to  assist  in  resolving 
serious  short-term  foreign  exchange  problems.  In  October  the  In- 
ternational Bank  for  Reconstruction  and  Development  sponsored  a 
meeting  in  Paris  to  consider  the  establishment  of  an  international 
consultative  group  to  provide  international  support  for  an  effective 
Philippine  development  effort.  The  United  States  intends  to  become 
a  full  member  of  this  consultative  group  in  order  to  stimulate  in- 
creased productivity  and  growth  rates  in  the  Philippines. 

The  Philippines  is  also  engaged  in  Asian  regional  affairs.  Normal- 
ization of  its  relations  with  Malaysia  smoothed  the  way  for  more  ef- 
fective operations  of  the  Association  of  Southeast  Asian  Nations.  The 
Philippines  also  attended  the  Djakarta  meeting  on  Cambodia  in 
May  1970,  continued  its  involvement  in  the  Asian  and  Pacific  Coun- 
cil (ASPAC),  and  was  host  to  the   SEATO  meeting  in  July  1970. 

The  Philippines  in  December  1969  withdrew  from  Vietnam  its 
civic  action  group  (PHILCAG) — a  1,500-man  engineering  con- 
struction battalion  with  its  own  security  forces.  It  still  maintains  a 
medical  contingent  in  Vietnam. 
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19.  Joint   statement   of  the  Tenth  Annual   Republic  of  Korea-United  States 
Security  Consultative  Meeting— July  26,  1977 


1.  The  Tenth  Annual  Security  Consultative  Meeting  between 
the  Republic  of  Korea  and  the  United  States  of  America  was 
held  in  Seoul,  Korea  on  July  25  and  26,  1977  in  accordance 
with  the  agreement  of  February  6,  1971  between  the  Govern- 
ments of  the  Republic  of  Korea  and  the  United  States  of 
America  and  as  agreed  at  the  Annual  Security  Consultative 
Meeting  in  Honolulu,  Hawaii,  on  May  26-27,  1976.   Minister 
of  National  Defense  Suh,  Jyong  Chul,  Secretary  of  Defense 
Harold  Brown,  General  Ro,  Jae  Hyun,  Chairman  of  the  Republic 
of  Korea  Joint  Chiefs  of  Staff,  General  George  S.  Brown, 
Chairman  of  the  United  States  Joint  Chiefs  of  Staff,  and 
other  senior  Foreign  Affairs  and  Defense  officials  of  both 
governments  participated  in  the  meetings.   During  his  visit 
Secretary  Brown  called  on  His  Excellency  President  Park, 
Chung  Hee  and  Prime  Minister  Choi,  Kyu  Hah. 

2.  Minister  Suh  and  Secretary  Brown  discussed  overall 
developments  in  the  Asia  and  Pacific  area,  and  carefully 
examined  the  security  situation  in  Northeast  Asia.   The  two 
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delegations  jointly  assessed  the  military  threat  to  the 
Republic  of  Korea,  including  the  Northwest  Islands  and 
carefully  reviewed  the  combined  capabilities  of  the 
Republic  of  Korea  and  the  United  States  to  defend  against 
the  threat.   Minister  Suh  and  Secretary  Brown  noted  that 
North  Korea  has  increased  its  military  capabilities  in 
recent  years  through  the  further  acquisition  of  modern 
weapons  and  the  development  of  its  weapons  industries. 
The  two  delegations  agreed  that  the  North  Korean  threat 
remains  serious. 

3.  Minister  Suh  described  the  Republic  of  Korea's  defense' 
posture,  noting  the  importance  of  continued  United  States 
military  support  and  its  commitment  to  the  security  of 

the  Republic  of  Korea.   The  two  delegations  concluded  that 
it  is  essential  to  maintain  and  strengthen  the  defense 
capabilities  of  the  Republic  of  Korea,  at  a  state  of 
readiness  sufficient  to  deter  a  renewal  of  hostilities  on 
the  Korean  peninsula. 

4.  Secretary  Brown  conveyed  President  Carter's  affirmation 
that  planned  United  States  ground  combat  force  withdrawals 
signify  no  change  whatsoever  in  the  United  States  commitment 
to  the  security  of  the  Republic  of  Korea,  that  the  United 
States-Republic  of  Korea  Mutual  Defense  Treaty  of  1954 
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remains  fully  in  force  and  that  the  United  States*  deter- 
minaticr.  to  provide  prompt  and  effective  support  to  assist 
the  RepJDlic  of  Korea  to  defend  against  armed  attack  in 
accorda-::e  with  the  Treaty  remains  firm  and  undiminished. 
Secretary  Brown  noted  that  President  Carter  had  stressed 
that  nei-her  North  Korea  nor  any  other  country  should  have 
any  douir.s  about  the  continuing  strength  of  this  commitment 

5.   Secretary  Brovm  explained  that  the  United  States  has 
conclude;  that  a  carefully  phased  withdrawal  of  United 
States  ground  combat  forces  over  a  four  to  five  year  period 
will  not  affect  the  military  balance  on  the  peninsula 
provided  it  is  accompanied  by  measures  to  strengthen  and 
modernize  Republic  of  Korea  forces.   Minister  Suh  and 
Secretary  3rown  agreed  that  in  connection  with  the  planned 
withdrawc.1  of  United  States  ground  combat  forces,  compen- 


satory measures  will  be  implemented  in  advance  of  or  in 
parallel  vith  the  withdrawals.   Secretary  Brown  affirmed 
that  Unite-i  States  air,  naval,  intelligence,  logistic  and 
other  suptcrt  will  remain  available  to  the  Republic  of 
Korea.   Tiie  Secretary  assured  Minister  Suh  that  the  with- 
drawal will  be  undertaken  in  a  manner  which  will  preserve 
peace  and  H-ability  in  the  region.   Secretary  Brown  also 
stated  thai  United  States  tactical  air  capability,  which 
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will  remain  on  the  peninsula,  in  combination  with  other 
United  States  land,  sea  and  air  forces  in  the  area,  will 
be  a  clear  demonstration  of  United  States  determination 
in  this  regard. 

6.   Agreeing  that  there  had  been  close  and  candid  consul- 
tations between  the  two  Governments  regarding  modalities 
of  the  withdrawal  of  United  States  ground  combat  forces 
from  the  Republic  of  Korea  and  measures  to  offset  their 
withdrawal.  Minister  Suh  and  Secretary  Brown  reviewed  the 
results  of  these  consultations.   Secretary  Brown  stated 
that  6,000  men  would  be  withdrawn  by  the  end  of  calendar 
year  1978,  that  withdrawal  of  the  remaining  ground  combat 
forces  would  be  carefully  phased  and  that  the  headquarters 
and  two  brigades  of  the  Second  Division  would  remain  in 
Korea  until  the  final  phase  of  the  withdrawal.   Secretary 
Brown  said  that  the  United  States  Air  Force  units  remaining 
in  the  Republic  of  Korea  would  be  augmented  and  United 
States  naval  forces  would  continue  to  be  deployed  in  the 
area.   Certain  United  States  intelligence,  communications, 
and  other  support  elements  would  also  remain  in  the  Republic 
of  Korea.   Minister  Suh  and  Secretary  Brown  agreed  that  the 
development  of  Korean  capabilities,  the  military  balance 
on  the  peninsula  and  other  developments  affecting  peace 
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and  security  in  the  region  would  be  the  subject  of  continuing 
consultations  with  the  Government  of  the  Republic  of  Korea 
to  insure  that  the  deterrent  to  North  Korean  aggression 
remains  strong. 

7.   Minister  Suh  and  Secretary  Brown  reviewed  the  consul- 
tations conducted  prior  to  the  Security  Consultative 
Meeting  including  that  of  the  Joint  Military  Working  Group 
and  discussed  compensatory  measures  designed  to  insure  the 
continuing  security  of  the  Republic  of  Korea.   Secretary 
Brown  expressed  the  United  States  Government  intention, 
subject  to  consultations  and  the  approval  of  the  United 
States  Congress,  to  assist  the  Republic  of  Korea  in  further 
improving  its  military  capabilities  as  follows: 

a.  To  transfer  at  no  cost  to  the  Republic  of  Korea 
certain  equipment  now  in  the  inventory  of  United  States 
forces  in  Korea; 

b.  To  provide  supplementary  foreign  military  sales 
credits  to  help  the  Republic  of  Korea  improve  its  defense 
force  capabilities;  and 

c.  To  continue  support  for  general  Korean  force 
improvement. 

Secretary  Brown  also  stated  that  the  United  State's 
Government  will: 
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1)  Within  the  context  of  the  United  States  Government*! 
worldwide  arms  transfer  policy,  make  available  appropriate 
weapons  on  a  priority  basis  to  insure  that  the  Republic  of 
Korea  is  capable  of  deterring  North  Korean  aggression; 

2)  Make  special  efforts  to  support  the  Republic  of 
Korea's  self-sufficient  projects  in  the  defense  industry 
field,  together  with  related  defense  technology,  within 
the  context  of  the  United  States  Government's  arms  transfer 
policy;  and 

3)  Continue  and  expand  joint  military  exercises  with 
the  forces  of  the  Republic  of  Korea  to  maintain  the  readi- 
ness of  combined  United  States  and  Republic  of  Korea  forces 
to  resist  any  renewed  aggression  against  the  Republic  of 
Korea. 

8.   Noting  the  traditional  friendship  between  the  two 
countries,  the  long  history  of  close  cooperation  between 
their  respective  armed  forces,  and  the  desirability  of 
further  expanding  these  close  ties.  Minister  Suh  and 
Secretary  Brown  agreed  to  establish,  prior  to  the  comple- 
tion of  withdrawal  of  the  first  increment  of  United  States 
ground  combat  forces,  a  combined  United  States-Republic 
of  Korea  Command  to  improve  operational  efficiency  for 
the  defense  of  the  Republic  of  Korea.   Minister  Suh  and 
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Secretary  Brown  agreed  that  the  planning  and  studies  for 
the  organization  of  the  combined  command  already  begun  by 
their  respective  staffs  would  continue.   The  two  delegations 
noted  that  a  combined  command  will  symbolize  the  joint 
commitment  of  the  United  States  and  the  Republic  of  Korea 
to  the  maintenance  of  peace  and  security  on  the  Korean 
peninsula. 

9.  Minister  Suh  and  Secretary  Brown  reaffirmed  that  the 
United  Nations  Command  shall  continue  to  function  as  the 
peace-keeping  machinery  in  the  absence  of  a  viable  alter- 
native arrangement  to  enforce  the  Armistice  Agreement, 
which  is  the  only  existing  legal  arrangement  committing  the 
parties  concerned  to  maintain  the  armistice  regime. 

10.  Expressing  confidence  in  the  Republic  of  Korea's 
defense  capabilities,  Minister  Suh  and  Secretary  Brown 
agreed  that  successful  completion  of  these  plans  and 
measures,  together  with  United  States  air,  naval,  logistic 
and  other  necessary  support,  and  the  United  States'  firm 
commitment  to  the  security  of  the  Republic  of  Korea,  should 
make  it  clear  to  North  Korea  that  no  armed  attack  could 
succeed  and  that  cooperation  for  the  reduction  of  tensions 
on  the  peninsula  is  the  only  possible  approach  to  the 
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Korean  question.   In  this  regard,  the  two  delegations 
noted  the  significant  policy  initiatives  undertaken  by 
the  Republic  of  Korea  and  the  United  States  to  reduce  tensions 
and  to  consolidate  peace  on  the  Korean  peninsula  including 
the  Republic  of  Korea's  proposal  for  a  non-aggressive  agree- 
ment between  the  South  and  North.   They  also  urged-  that  the 
North  Koreans  demonstrate  their  readiness  to  resolve  peace- 
fully the  Korean  question  by  agreeing  to  the  resumption  of 
the  South-North  dialogue  suspended  by  North  Korea  in  1973. 
The  United  States  delegation  noted  the  standing  United  States 
proposal  for  a   four  power  conference  on  Korea,  and  reaffirmed 
that  the  United  States  would  not  enter  any  negotiations  on 
the  future  of  Korea  with  North  Korea  without  the  participation 
of  the  Republic  of  Korea. 

11.  Both  delegations,  taking  note  of  the  importance  and 
accomplishments  of  the  annual  Security  Consultative 
Meetings,  agreed  that  the  next  annual  Security  Consultative 
Meeting  will  be  held  in  the  United  States  of  America  in 
1978  at  the  invitation  of  the  United  States  Government. 

12.  Secretary  Brown  expressed  sincere  appreciation  to 
Minister  Suh  for  the  courtesy  and  hospitality  extended  to 
him  and  his  delegation  by  the  authorities  of  the  Republic 
of  Korea,  and  for  the  excellent  arrangements  which  contrib- 
uted to  the  success  of  the  meeting. 
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News  Conference  by 

Secretary  of  Defense  Harold  Brovm  and  South  Korean  Defense  Minister  Suh 

at  Conclusion  of  Korean  Security  Consultative  Meeting 

Seoul,  Korea 

Tuesday,  July  26,  1977 


Minister  of  Defense  Suh's  statement: 

"We  have  discussed  the  aspects  of  withdrawal  of  U.S.  ground  forces  from 
Korea  and  the  security  of  Korea  for  the  past  two  days.   We  have  exchanged 
our  views  frankly,  promoting  mutual  understanding.   As  a  result,  we  have 
agreed  to  take  constructive  and  substantive  complementary  measures.   We 
focused  on  the  possibility  of  North  Korean  miscalculation,  which  cannot  be 
ruled  out  completely.   We  reaffirmed  our  determination  to  resolutely  respond 
together  to  any  North  Korean  provocation.   In  this  sense,  I  consider  this 
meeting  has  been  successful  and  useful. 

"Would  you  like,  Mr.  Secretary  to  say  a  few  words?" 

Secretary  of  Defense  Brown's  statement: 

"Thank  you  Mr.  Minister.   The  most  important  result,  as  I  see  it,  of  this 
10th  Annual  Republic  of  Korea  -  United  States  Security  Consultative  Meeting, 
was  the  reiteration  of  the  Joint  commitment  to  security  of  the  Republic  of 
Korea,  under  the  Mutual  Defense  Treaty.   This  commitment  was  underlined  by, 
and  referred  to,  in  the  letter  from  President  Carter,  which  I  delivered  to 
President  Park.   With  that  as  a  starting  point,  our  talks  during  the  past 
two  days  have  begun  a  consultative  process  which  will  continue  during  the  four 
or  five  year  period  during  which  U.S.  ground  combat  forces  will  be  withdrawn, 
and  will  continue  beyond  that.   This  is  part  of  a  wider  consultative  process. 
We  will  be  consulting  with  the  Japanese  government  and  we  will  be  consulting, 
most  of  all,  on  specific  matters  of  equipment  and  sales  with  the  U.S. 
Congress.  Within  that  framework,  we've  agreed  on  a  number  of  specific  issues 
and  items.   I  won't  detail  them  because  they  are  contained  in  the  communique 
which  is  being  issued  today.   I  will  say  one  more  general  thing,  and  that  is  it 
is  very  important  that  the  Korean  people  understand,  and  the  American  people 
understand,  and  that  all  other  nations  understand,  that  it  is  the  firm  intention 
of  the  United  States  to  continue  as  a  major  power  in  the  Western  Pacific  and 
East  Asia.   Our  continued  military  deployments  in  various  parts  of  the  Western 
Pacific  will  support  that  role.  And  it's  with  that  role  that  the  gradual  with- 
drawal of  U.S.  ground  forces  —  U.S.  ground  combat  forces  from  Korea,  and  the 
corresponding  builJ-up  of  Korean  capabilities,  will  take  place.  At  the  end  of 
that  period,  I  have  every  expectation  that  the  security  of  the  Republic  of 
Korea  will  be  preserved  and,  indeed,  enhanced." 
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Q:  Mr.  Secretary,  sir,  Mr.  You  from  the  Kyunghyang  Shinbun   one  of  the 
dally  newspaper  companies  in  Seoul.  As  he  recalls,  back  in  1975  during  the 
8th  Annual  ROK-US  Security  Consultative  Meeting,  then  U.S.  Secretary  of 
Defense  Dr.  Schlesinger,  indicated  that  he  would  employ  tactical  nuclear 
weapons  if  the  Republic  of  Korea  is  attacked  by  the  other  side.   And  also, 
back  in  1976,  during  the  9th  SCM,  Secretary  of  Defense  Rumsfeld  stated  that 
he  would  follow  his  predecessor's  policy  as  far  as  that  particular  matter 
goes.   And  also.  President  Carter  in  recent  months  in  his  interview  with 
U.S.  News  and  World  Report,  indicated  that  the  U.S.  may  employ  tactical 
nuclear  weapons  if  the  Republic  of  Korea  is  attacked  by  the  other  side. 
And  also  he  indicated  that  since  the  Republic  of  Korea  is  not  a  member  of 
the  Nuclear  Non-proliferation  Treaty,  Korea  will  be  protected  by  a  U.S. 
nuclear  umbrella,  and  if  that's  the  case,  would  the  U.S.  employ  tactical 
nuclear  weapons,  have  you  any  change  in  policy,   or  would  you  withdraw  all 
of  the  nuclear  weapons,  or  would  you  continue  to  retain  nuclear  weapons  on 
the  peninsula?  He  would  like  to  have  your  comprehensive  comments  on  that? 

Secretary  Brown:      The  comprehensive  nature  of  the  questions,  I  think, 
allows  me  to  make  a  selective  response,  without  characterizing  what  has  been 
said  in  the  past,  and  I'm  not  sure  that  the  question  quotes  them  accurately. 
I  would  like  to  make  the  following  remarks:   The  Republic  of  Korea  is,  and 
will  continue  to  be  protected  by  the  U.  S.  nuclear  umbrella.   At  the  same 
time,  the  United  States,  its  responsible  officials,  and  specifically,  myself, 
do  not  take  the  use  of  nuclear  weapons  or  the  potential  prospective  use  of 
nuclear  weapons  lightly.   They  are  an  extreme  measure,  their  use  is  an  extreme 
loeasure,  which  is  very  unlikely  to  promote  the  survival  either  of  those  who 
use  them,  or  those  against  whom  they  might  be  used. 

I' will  not  comment  on  the  presence  or  absence  of  U.S.  nuclear  weapons  in 
Korea  or  any  other  specific  area.   That  has  been  and  remains  a  United  States 
policy,  not  to  comment  on  location  of  nuclear  weapons. 

I  believe  that  the  Republic  of  Korea  can  be  defended  against  aggression  by 
conventional  means,  its  own  forces  and  U.S.  forces.   Those  U.S.  forces  at 
present  include  ground  combat  forces.   They  will  in  the  future  continue  to 
include  air  forces,  which  we  will,  in  fact,  augment  somewhat  and  naval  forces, 
logistic  support,  intelligence  and  communications  support.   And  there  are,  and 
will  continue  to  be  in  the  future,  other  U.S.  forces  available  in  every  area  of 
the  world,  the  capability  of  nuclear  weapon  deployment.   But  I  think  it  is  a 
mistake  to  depend  on  nuclear  weapons  to  protect  a  country  when,  as  in  this 
case,  non-nuclear  capability  will  suffice. 

Q:  My  name  is  Krisher,  Newsweek  magazine.   In  the  communique  it  is  stated  that 
you  agreed  that  compensatory  measures  will  be  implemented  in  advance  or  in 
parallel  with  the  withdrawals.   In  the  event  that  Congress  should  not  come 
through  with  the  allocations  necessary  for  the  compensations  in  time,  is  there 
a  possibility  that  the  withdrawals  might  be  delayed,  postponed  or  concalled? 
And  I  would  like  to  ask  Secretary  Suh  whether  the  Government  of  Korea  has  any 
concern  over  this  matter? 
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Secretary  Brown:  We  have  a  tentative  schedule  for  those  withdrawals  beginning 
with  the  withdrawal  of  6,000,  Including  one  brigade  of  the  2nd  Division  by  the 
end  of  1978,  and  the  rest  of  the  withdrawals  are  less  firm  In  detail.   We  do, 
however,  still  plan  to  complete  withdrawals  of  ground  combat  forces  within 
four  to  five  years.   As  you  indicate,   there  will  be  a  parallel  implementation 
of  nieasures  to  improve  Republic  of  Korea  capabilities  so  as  to  assure  their 
continued  security.   We  expect  both  of  these  to  go  forward.   We  will  be 
consulting  with  the  Congress  and  I  have  confidence,  that  with  some  adjustments 
which  will  come  out  of  the  consultations  with  Congress  and  will  come  out  of 
further  discussions  between  ourselves  and  the  officials  of  the  Republic  of 
South  Korea,  that  this  can  be  carried  forward. 

Secretary  Suh:  As  President  Carter  made  it  clear  so  many  times,  the  with- 
drawal of  the  U.S.  ground  forces  from  Korea  will  be  implemented  in  such  a  way 
not  to  destabilize  the  military  balance,  so  as  to  preserve  peace  and  security 
on  the  Korean  peninsula.  In  case  there  is  any  provocation  by  North  Korea,  we 
will  be  provided  with  deterrence.  Since  President  Carter  mentioned  that  this 
withdrawal  will  be  effected  gradually  and  carefully,  I  think  this  is  the  basic 
U.S.  policy  as  far  as  our  understanding  goes. 

As  Secretary  Brown  mentioned,  all  compensatory  measures  will  take  place  in 
advance  of  or  in  parallel  with  the  withdrawal.   But  this  will  take  place  so  as 
not  to  adversely  effect  the  military  balance.   This  is  the  way  we  understand 
and  this  commitment  will  be  fact.   That  is  what  we  believe. 

Q:   I  am  Mr.  Lee  of  the  Tongyan  Broadcasting  Company.   In  the  last  year  or  so, 
Lt.  General  Hollingsworth,  CG,  I  Corps  (ROK-US)  Group,  then  indicated  that  he 
would  Implement  a  nine-day  war  on  the  Korean  peninsula,  and  also,  Mr.  Lee  under- 
stands that  the  United  States  would  commit,  or  intervene  in  the  Korean  affairs 
promptly,  as  soon  as  the  ROK  is  attacked  by  the  other  side.   Also,  this  commit- 
ment is  based  on  the  Mutual  Defense  Agreement  Pact  established  back  in  1954. 
And  also,  he  understands  that  the  President  of  the  United  States  can  wage  a  war 
for  a  60-day  period  without  Congressional  ratification  or  approval.   If  that 
is  the  case,  would  the  United  States  commit  troops  or  Intervene  in  the  Korean 
War  promptly  if  we  are  attacked  by  the  North? 

Secretary  Brown:  The  United  States  would  observe  Its  obligations  under  the 
Mutual  Defense  Treaty.   It  would  respond  promptly  to  aggressions  against 
South  Korea. 

Q:   I  am  Lee  Tai  Fang  of  the  Central  News  Agency  (CNA)  of  the  Republic  of  China. 
According  to  the  joint  statement  today,  the  United  States  made  a  very  confirmed 
security  commitment  to  the  Republic  of  Korea.   The  United  States'  firm  commit- 
ment made  me  recall  that  before  the  falling  of  Vietnam,  the  U.S.  made  a  repeated 
and  firm  security  commitment  to  the  Vietnamese  government  and  the  freedom  of  the 
people.  And,  another  question  in  connection  with  that,  that  United  States 
also  repeatedly  made  a  security  commitment  of  freedom  to  the  Republic  of 
China.  What  is  your  opinion,  sir.   (Inaudible) 
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Sacretary  Brovn:  That  the  Ualted  States  observes  its  commitnents  to  other 
countries,  is  nowhere  shovn  more  clearly  than  in  the  case  of  the  Vietnam  War. 
It  is  testified  to  by  the  tens  of  thousands  of  American  dead  and  hundreds  of 
thousands  of  Americans  wounded  in  that  war.   It  is  testified  to  by  the  deep, 
painful,  and  not  yet  healed  wounds  on  the  American  body  politic  from  that  war. 
So  I  think  that,  so  long  as  an  American  security  commitment  exists,  no  one 
should  have  any  doubts  about  our  willingness,  our  intention  of  honoring  it. 

Q:  I  am  Mr.  Song  from  the  Korea  Herald  Daily  Newspaper.  As  far  as  Mr.  Song 
recalls  or  knows,  there  has  been  no  official  explanation  as  to  why  the  United 
States  would  implement  a  withdrawal  of  ground  troops  from  the  Republic  of 
Korea.  The  only  obvious  reason  the  U.S.  government  cited  was  the  economic 
growth  of  this  nation.   If  that's  the  case,  why  would  you  still  have  troops 
in  Western  Europe  in  countries  where  their  economy  is  prospering  day  by  day? 
And  also,  as  he  recalls,  during  the  last  year's  ROK-US  Security  Consultative 
Meeting,  the  U.S.  indicated  that  there  would  be  no  planned  withdrawal  of  U.S. 
troops  from  the  Republic  of  Korea.   If  that's  the  case,  does  this  mean  a  policy 
change  of  the  U.S.  Government?  Or  is  there  any  other  reason  for  this  with- 
drawal? I  feel  it  would  be  wise  to  let  know  not  only  Korean  people,  but  also 
people  of  friendly  allies  to  have  a  logical  rationale  of  the  withdrawal  of  U.S. 
ground  troops  from  the  Republic  of  Korea. 

Secretary  Brown:  With  respect  to  the  question  about  Europe,  I  would  point 
out  that  the  military  capability  of  North  Korea  is  not  comparable  with  the 
military  capability  of  the  Soviet  Union  and  the  Warsaw  Pact  forces.   The 
situations  are  not  comparable.   Indeed,  with  respect  to  U.S.  plans  for  ground 
forces  in  Korea,  there  has  been  a  change  in  policy.   I  would  point  out,  however, 
that  at  the  time  of  the  withdrawal  of  the  7th  Division  in  1970,  the  U.S. 
Department  of  Defense  proposed  withdrawing  the  2nd  Division  as  well  in  1973. 
My  predecessor,  Mr.  Laird,  has  since  confirmed  that  he  made  the  recommendation. 

At  the  time  that  the  7th  Division  was  withdrawn,  Korea  had  two  divisions  in 
Vietnam,  which  have  long  since  returned.   Beyond  the  improved  economic  situation 
in  the  Republic  of  Korea,  which  has  of  course,  greatly  outstripped  that  of 
North  Korea,   South  Korea  has  double  the  population  and  about  four  times  the 
gross  national  product.   The  political  situation  in  Northeast  Asia  differs 
from  what  it  was  some  years  ago.   The  Soviet  Union  and  China  are  directing  most 
of  their  military  interest  at  each  other.   Both  of  them  have  made  clear  that 
they  are  not  encouragers  or,  indeed,  supporters  of  North  Korean  adventurism. 

There  is,  I  believe,  a  good  chance  of  stabilizing  the  situation  in  Northeast 
Asia  over  a  period  of  years  by  withdrawing  U.S.  ground  forces  and  by  strengthening 
South  Korean  capabilities.  The  value  of  that  outcome  is  obvious:   it  will  be 
a  more  stable  political  situation  if  the  balance  of  military  power  on  the 
peninsula  does  not  depend,  as  we  believe  it  can  be  caused  not  to  depend,  upon 
the  presence  of  U.S.  ground  forces.  That  is  the  basis  for  the  change  in  U.S. 
policy.   It  will,  however,  be  implemented  gradually,  incrementally,  and  we  will 
take  full  account  of  changes  that  may  take  place  in  the  meantime,  We  have,  as 
the  communique  indicates,  a  plan  to  retain  two  brigades  and  the  Division  Head- 
quarters of  the  2nd  Division  in  Korea  until  the  final  withdrawal  of  combat 
ground  forces  in  the  timeframe  of  four  or  five  years  from  now. 
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Q:   I  am  Peter  Wlentraub,  Far  Eastern  Economic  Review,  with  a  question  for 
Minister  Suh.   Mr.  Minister,  did  your  perceptions  of  the  U.S.  seriousness 
of  the  U.S.  commitment  to  the  Republic  of  Korea  and  the  resolve  behind  that 
commitment  change  much  In  the  last  six  months  and,  If  so,  how? 

Minister  Suh:   It  Is  a  fact  that  It  has  been  some  six  months  since  the  new 
U.S.  Administration.   With  the  new  U.S.  Administration  in,  we  can  think  of  the 
possibility  of  change  in  its  policy.   As  a  matter  of  fact,  the  withdrawal  of 
U.S.  ground  forces  from  Korea  can  be  regarded  as  a  change  in  that  policy. 
But  we  have  to  take  not  very  seriously  the  factors  remaining  unchanged  as 
far  as  relations  between  the  United  States  and  the  Republic  of  Korea  is  con- 
cerned.  For  instance,  the  U.S.  commitment  to  the  defense  of  the  Republic  of 
Korea  remains  unchanged,  and  the  U.S.  is  firmly  committed  to  the  safety  and 
security  of  the  Republic  of  Korea.   The  United  States  is  as  seriously  concerned 
as  before  about  the  military  balance  existing  on  the  Korean  peninsula,  as  well 
Its  commitments  to  the  defense  of  the  Republic  of  Korea.   On  top  of  this,  we 
must  say  very  proudly  that  the  traditional,  the  friendly  ties  between  our 
countries  remains  firm  and  unchanged. 
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20.  Summaries  of  major  pro/con  arguments  concerning  military  assistance  to 
South  Korea,  1969-1977,  prepared  by  the  Congressional  Research  Service  for 
the  Subcommittee  on  International  Organizations,  October  13,  1978 


Foreign  Assistance  Act  of  1969 

2-year  authorization  (P.L.  91-175) 
FY70  &  FY71  appropriations 

Major  Developments  re:  ROK  -  South  Korea  -  military  assistance 


$50  million  for  each 
FY70  and  FY71  was  earworked  for  ROK  in  addition  to  other  economic  and 
military  assistance  in  the  bill. 

House  Debate  Pro  arguments:  (not  in  any  special  order) 

1,  ROK  is  a  very  valuable  ally  and  friend 

a.  it  has  proved  to  be  a  good  ally  by  fighting 
with  us  in  Vietnam; 

b.  it  has  proved  its  value  by  successfully 
developing  and  managing  its  economy; 

c.  its  armed  forces  have  proved  to  be  capable 
i    and  dedicated  —  a  worthwhile  investment 

2,  ROK  is  in  a  most  vulnerable  and  volitile  position 
with  North  Korea  posing  a  constant  military  threat; 
the  earmarked  funds  are  needed  to  help  ROK  repulse 
the  increasing  Communist  attacks  across  the  truce 
line.  An  outbreak  of  war  in  Korea  is  a  threat  to 
the  U,S. 

3,  The  $50  million  per  year  for  ROK  are  necessary  for 
ROK's  modernization  program  for  its  armed  forces. 
If  ROK  can  adequately  modernize  then  eventually 
U,S,  troops  can  be  withdrawn  from  South  Korea, 

4,  The  $50  million  is  important  for  relieving  the  strain 
from  ROK  economy  so  that  it  can  continue  to  develop. 

Con  -  no  significant  con  arguments  were  advanced. 


December  1,  1969  -  Senate  Foreign  Relations  Committee  eliminated  ROK  ear- 
maked  funds  in  Senate  authorization  bill. 

The  $50  million  in  earmarked  funds  for  ROK  excluded  in 
Appropriations  Committee  bill  although  Passman  publicly 
said  he  had  pushed  for  it  in  both  subcommittee  and 
committee. 


December  9,  1969  -  On  the  floor,  the  House  added  $50  milllion  for  ROK 
(Broomfield  Amendment)  by  a  250-142  roll  call  vote 
to  appropriation  bill  (H,R,  15149). 
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House  floor  debate  December  9,  1969 
Pro:  (not  in  any  special  order) 

1.  Passman  and  others  said  they  had  classified  information 

to  support  urgent  need  for  this  appropriation  ($50  million 
earmarked  funds  for  ROK) , 

2.  Both  Albert  and  Ford  said  they  had  received  letters  from 
Melvin  Laird  urging  adoption  of  the  amendment  because  of 
ROK' s  urgent  need  to  defend  itself  against  North  Korean 
threat.   North  Korean  power  and  might  outweighs  ROK  at 
this  time.   Also,  the  U.N.  Command  and  Joint  Chiefs  of 
Staff  share  this  opinion. 

3.  Funds  for  ROK  are  needed  to  "help  protect  our  boys." 

4.  State  and  DoO  favor  amendment. 

5.  North  Korea  has  superior  offence  in  relation  to  ROK 
defense.   North  Korea  poses  threat  to  ROK  and  therefore 
to  U.S.   Funds  are  necessary  for  ROK's  adequate  defense. 

6.  ROK's  economy  vfhich  is  potentially  highly  successful 
is  being  weakened  by  defense  needs. 

7.  Modernization  of  Korea's  armed  forces  needs  to  be  started 
so  that  U.S.  can  eventually  withdraw  U.S.  troops.   If 
ROK  forces  are  updated,  there  must  be  more  funds. 

8.  ROK  forces  are  capable,  thus,  a  good  investment. 

9.  ROK  contributed  to  U.S.  efforts  in  Vietnam  and  are  staunch 
allies  of  the  U.S. 

10.  There  have  been  precedents  for  appropriating  unbudgeted 
amounts  (e.g.  Israel).  Also,  there  was  some  discussion 
in  Committee  before  floor  debate  on  these  funds. 


Con  arguments;  (not  in  any  special  order) 

1.  The  funds  should  go  through  proper  channels  —  hearings, 
executive  branch  open  testimony,  committee  debate,  floor 
debate.   These  funds  are  following  "fishy"  procedure. 

2.  The  question  of  special  earworked  funds  for  ROK  in  so  large 
an  amount  is  "too  big  a  question"  to  discuss  on  the  floor. 
There  is  not  enough  time  to  develop  the  question  throughly. 
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since  economic  aid  has  been  cut  in  the  bill,  some 
opposed  the  $50  million  in  military  aid.   Why  increase 
military  aid  and  cut  economic  aid? 


December  11,  12,  1969  -   Senate  passes  authorization  bill  with  no 
$50  million  earmarked  for  ROK, 


Senate  Floor  Debate 

Con  arguments  (not  in  any  special  order) 

1,  The  pattern  of  authorizing  and  appropriating  funds  for 
specific  foreign  countries  aid  projects  is  of  "incipient 
danger  to  the  legislative  process  itself."  Fulbright 
warned  against  lobbyists  for  foreign  government  (e.g. 
ROK  and  Taiwan)  who  "finagle"  for  additional  funds  even 
those  not  requested  by  the  U.S.  Administration.    Ful- 
bright said  "last  year"  he  had  received  a  letter  from 
ROK  Ministry  of  National  Defense  pleading  for  additional 
funds. 

2.  Congress  must  be  aware  of  the  American  lobbyists  groups 
who  advocate  additional  funds  for  specific  foreign  govern- 
ments. 

Pro  arguments  -  no  significant  pro  arguments  advanced 

Conference  and  final  P.L.s  -  no  $50  million  earworked  for  ROK 


Special  Foreign  Assistance  Act  of  1971  -  P.L.  91-652 

Major  Developments  re:  ROK  (South  Korea)  -  military  assistance 

November  18,  1970  -  In  a  message  from  the  President  supplemental 
appropriations  for  FY71  were  requested  in- 
cluding "$150,000,000  to  be  part  of  a  moderni- 
zation and  improvement  program  for  the  Korean 
armed  forces." 

November  25,  30,  December  1,  2,  1970  -  House  Foreign  Affairs  Committee 
Hearings.   House  bill  (H.R.  19845)  contained  lan- 
guage requesting  "$150  million  in  grant  military 
assistance  for  modernization  of  the  Republic  of 
Korea's  Armed  Forces  and  seeking  authority  to  turn 
over  to  Korea  equipment  of  U.S.  forces  being  with- 
drawn from  Korea." 
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November  25,  1970 

Pro  arguments  (in  rough  chronological  order) 

1.  Sec.  Rogers  -  to  implement  Nixon  Doctrine  and  reduce 
U.S.  troops  in  ROK  we  need  to  modernize  ROK  defenses 
in  order  not  to  lessen  allied  defence  capabilities. 
ROK  has  proved  itself  to  be  loyal  and  dedicated  ally. 
Much  of  ROK's  equipment  is  obsolete  because  recent 
U.S.  military  assistance  has  been  devoted  to  operations 
and  maintenance.   These  funds  ($150  million)  are 
essential  and  are  the  first  part  of  a  5  year  moderni- 
zation program.   In  U.S.  discussions  with  Koreans, 

ROK  expressed  desire  to  have  aid  before  troops  start 
to  leave. 

2.  Broomfield:  We've  been  talking  for  8  years  about 
replacing  the  obsolete  equipment  in  ROK,  but 
because  of  Vietnam  we  haven't  had  the  chance. 

3.  Laird:  The  $150  million  for  ROK  is  to  implement  the 
Nixon  Doctrine.   We  intend  to  offset  the  withdrawal 
of  20,000  troops  by  strengthening  the  ROK  defense 
capabilities.   This  substantial  amount  ($150  million) 
will  be  offset  by  the  savings  which  will  result  from 
withdrawal  of  U.S.  troops.   Total  net  savings  -  $450 
million  for  5-year  period, 

4.  Adair:   raised  point  of  cost  of  transferring  equipment. 
Laird  and  Admiral  Moorer  respond  that  equipment  transfer 
($100  million)  is  in  addition  to  $150  million.   He  endorsed 
entire  program. 

5.  Monagan:   raised  issue  of  ROK's  feelings  about  troop  with- 
drawal and  asked  if  additional  funds  for  modernization 
would  be  a  reasonable  substitute  for  withdrawing  troops. 

Laird  said  ROK  preferred  that  U.S.  troops  not  be 
withdrawn,  but  the  policy  was  a  good  one  and  U.S.  policy 
shouldn't  be  decided  by  another  government. 
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Special  Foreign  Assistance  Act  of  1971  -  P.L.  91-652  (cont.) 

November  30,  1970      House  Foreign  Affairs  Committee  Hearings 

Highlights  of  pro/con  arguments  re:   Military  Assistance  to  ROK 

Pro: 

Department  of  State  -  Marshall  Green  and  others 

Need  for  urgent  action  on  $150  million  in  MAP  funds  for  ROK  to 
initiate  the  first  phase  of  5-year  modernization  program  because: 

(1)  20,000  U.S.  troops  are  to  be  withdrawn  by  end  of  FY  1970, 
and  North  Korea  must  know  there  is  no  weakening  of  ROK  defenses. 

(2)  Although  ROK  has  made  noteworthy  economic  progress  its  resources 
are  limited;  it  cannot  maintain  on  its  own  a  large  defense  force  and 
still  have  funds  to  buy  essential  new  equipment. 

(3)  ROK  needs  to  replace  its  WW  II  vintage  weapons,  but  needs  finan- 
cial assistance  to  do  so. 

(4)  in  terms  of  equipment,  the  North  Koreans  have  a  definite  advan- 
tage, particularly  in  the  air. 

(5)  Initial  cost  of  withdrawing  troops  and  modernizing  forces  is  high 
but  over  a  5-year  period  the  total  net  savings  will  run  about  $450  million. 

Con  argument : 

(Monagan) 

(1)  Are  savings  that  high  for  withdrawing  troops?  Maintenance  is 
more  expensive  in  U.S.  than  ROK. 

(Culver) 

(2)  ROK  troops  in  Cambodia  are  supported  by  U.S.   "It  doesn't  re- 
present one  penny  of  ROK  diplomatic,  political,  economic,  military  will 
whatsoever.   ROK  extracted  a  real  deal." 

(3)  Why  does  U.S.  have  to  increase  its  assistance  to  ROK  time  and 
time  again,  while  USSR  and  PRC  haven't  given  so  much  to  North  Korea. 

(Fraser) 

(4)  Why  in  these  few  days,  at  this  time  do  we  have  to  authorize 
the  beginning  of  5-year  modernization  program. 


N.B.:   Many  deletions  re:   ROK  in  Nov.  30  hearing 
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December  1,  1970  House  Foreign  Affairs  Committee  Hearings 

Major  points  made  concerning  Military  Assistance  to  ROK 

General  Warren  (Air  Force) 

U.S.  grants  assistance  to  ROK  barely  covers  ROK's  operation  and 
maintenance;  the  supplemental  ($150  million)  is  required  for  the  moder- 
nization program  which  has  been  worked  out  with  the  Koreans.   The  $150 
million  will  go  for  new  investment  items  opposed  to  operation  and  main- 
tenance items  —  basically  it  will  go  for  aircraft  (NB  —  many  security 
deletions),  patrol  craft,  vehicles,  and  communications. 

Morgan:   Couldn't  the  authorization  for  5-year  modernization  plan  for  Korea 
wait  for  next  year. 

Warren:   Personal  opinion  is  Cambodia  more  urgent  than  ROK, 

Broomfield:   The  $50  million  appropriated  for  ROK  months  ago  (Senate  killed 
the  $50  million  in  authorization  bill)  was  used  for  Korean 
maintenance  and  operating  needs  in  FY  71  and  two  F-4s,  although  the 
$50  million  was  intended  for  modernization.   ROK  has  serious  need  for 
modernization  because  although  North  Korea  has  smaller  army  it  has 
modernized  weapons  including  aircraft. 

NB:  At  Bloomfield's  request  Warren  gives  run-down  of  North  Korea's  power  versus 
ROK  and  sums  up  with  "if  North  Korea  elected  to  start  hostilities  ROK  would 
have  difficult  time  without  outside  assistance." 

Warren:   There  is  no  provision  authorizing  us  to  transfer  to  the  Koreans  the 
equipment  that  our  Army  or  Air  Force  or  Navy  units  in  Korea  leave 
behind  as  they  withdraw.   We  need  legislative  authority. 
It  is  extremely  important  that  the  authority  be  given  because  US 
army  does  not  have  capability  to  safeguard  and  store  the  equipment 
our  forces  leave  behind  as  they  withdraw.   Equipment  being  earmarked 
for  transfer  is  almost  exclusively  material  associated  with  ground 
forces. 

Hamilton:   Why  do  some  refer  to  beginning  modernization  programs  for  ROK? 
We've  been  working  on  modernization  for  ROK  for  some  time.   How 
many  years  are  we  committing  ourselves  to  (security  deleted)  level 
of  assistance  for  ROK, 

Warren:   No  legal  commitment  —  It  depends  on  Congress, 
We  have  worked  out  a  5-year  plan  with  Koreans, 

Plan  keeps  changing  —  but  total  is  (security  deletion)  over  5  years, 
$150  million  is  first  increment, 

-based  on  ROK  footing  some  of  the  bill-built  right  in  package. 
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NB:   Many  security  deletions  p.  155-157 

U.S.  support  for  Korean  forces  in  Vietnam  is  enumerated  with  security 
deletions  for  1971. 

Culver:   When  we  talk  about  the  great  assistance  that  ROK  gives  in  Vietnam 
—  there  is  really  nothing  without  a  U.S.  dollar  sign, 

Warren:   ROK  did  provide  uniforms,  boots,  and  web  belts. 

Culver:  We  made  an  agreement  that  makes  that  the  most  lucrative  contract  ... 
(There  follows  a  discussion  between  Culver  and  Warren  over  ROK  will- 
ingness to  fight  in  Vietnam  if  US  wasn't  paying  the  bill  and  morej 
pages  158-160/summary  ROK  motivated  by  financial  benefits  but  other 
motives  too,  and  they  have  proved  to  be  good  soldiers. 

Culver:   Questions  why  ROK  is  incapable  of  defending  itself  against  North 
Korea  after  millions  have  been  poured  in  by  US,  and  its  economy 
is  show  case  etc. 


December  2,  1970  House  Hearings 

Edward  F,  Snyder /Friends 

-Committee  is  being  asked  to  authorize  $150  million  in  military  assist- 
ance grants  to  begin  modernization  of  ROK  forces;  and  to  approve  trans- 
fer of  surplus  equipment  valued  at  $750  million. 

-raised  questions  as  to  how  much  US  taxpayers  as  compared  to  Korean  tax- 
payers, are  paying  for  the  day  to  day  operations  of  the  ROK  armed  forces 
and  how  long  US  subsidies  for  this  kind  of  regular  running  expense  will 
continue. 

-better  for  US  to  support  arms  embargo  to  South  and  North  Korea. 

December  7,  1970  (Special  Foreign  Assistance  Act  of  1971) 

H.R.  19911  reported  by  House  Foreign  Affairs 
Committee  H,  Report  91-1678 


Majority  Report 


■request  for  additional  funds  for  ROK  is  necessary  if  ROK  is  to  assume 
greater  responsibility  for  its  own  defense. 
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-funds  to  ROK  in  regular  military  assistance  program  are  mainly  for 
maintenance  and  operation  and  very  little  for  upgrading  ROK  capabili- 
ties 

-The  $150  million  supplemented  will  enable  the  US  to  continue  the  with- 
drawal of  troops  from  ROK  and  increase  effectiveness  of  ROK  troops 

-funds  used  mainly  for  aircraft,  patrol  boats 

-in  the  long  run  this  program  will  net  savings  about  $450  million  over 
5-year  period 

-bill  also  authorizes  DOD  to  transfer  defense  articles  to  ROK  -  value 
between  $117  -  122  million,   DOD  says  it  is  more  economical  to  trans- 
fer this  equipment  to  ROK  than  it  would  be  to  return  it  to  US. 


Minority  views  in  report     Fraser,  Bingham,  Rosenthal,  Culver,  Roybal 


-why  the  "emergency" 

-why  couldn't  the  authorization  wait  for  next  year  -  regular  schedule? 

-generally  support  modernization  of  Korean  armed  forces  which  allow  U.S. 

troop  withdrawal 
-we  didn't  believe  executive  branch  has  explained  its  plan  and  intentions 

thoroughly  enough 
-committee  was  not  briefed  in  the  amounts  which  will  be  requested  in 

subsequent  years;  the  effect  of  modernization;  the  relationship 

between  Korean  modernization  and  the  withdrawal  of  US  forces. 


December  9,  1970      House  Floor  Debate  • 

(bill  passed) 

Morgan:   — American  people  are  not  willing  to  abandon  the  people  of  ROK  to  de- 
fend themselves  against  Communist  world  j 
— too  many  Americans  died  and  Koreans  have  fought  hard  I 
— this  supplemental  ($150  million)  will  allow  US  to  reduce  forces 

while  ROK  keep  up  defense  capabilities  and  it  will  show  ROK  we  j 

have  confidence  in  them,  ] 

Adair:  Modernization  of  ROK  forces  essential  as  we  withdraw  troops/  and  its  ; 
impossible  for  our  allies  to  eventually  assume  their  own  defense  —  ! 
maximum  security  at  minimum  cost  for  US, 

Fraser:   no  reason  to  add  the  beginning  of  an  extensive  program  of  military 
assistance  for  ROK  at  this  time  —  it  should  be  considered  in  the 
regular  foreign  assistance  measure  which  we  take  up  next  year 
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-us  policies  toward  Asian  countries  have  changed  under  Nixon  Doctrine/ 
with  no  deliberations  of  House  International  Relations  Committee,  nor 
the  House  itself 

-often  related  measures  are  rammed  through  with  inadequate  hearings 


Frelinghuysen:   it  is  prudent  to  act  now  and  not  next  year,  to  underline 
the  continuing  US  commitment  to  ROK 

Broomfield:   — ROK  has  made  great  strides  since  early  1950s,   It  has  built 
up  an  economically  and  politically  stable  society 
ROK  at  great  sacrifices  has  kept  its  country  free  from  aggres- 
sion from  the  North 

— Also  ROK  has  provided  50,000  crack  troops  in  Vietnam/Cambodia 
although  ROK  forces  outnumber  (627,000)  North  KoreajjCs  (350,000) 
North  Korea  is  better  equipped  in  almost  every  area  of  defense 
— (he  goes  on  in  great  detail  H40713) 

— the  $150  million  supplemented  will  allow  country  to  modernize  and 
US  to  withdraw  while  at  the  same  the  defence  against  Communist 
forces  will  be  upheld, 

— this  investment  will  be  more  than  offset  by  savings  —  $450  mil- 
lion or  more  over  5-years 

Gallagher:    —  the  $150  million  for  ROK  particularly  significant  because  of  the 
benefits  we  may  expect  to  accrue  if  we  approve  it 
— past  aid  has  been  put  to  excellent  use  by  a  staunch  ally 
— Unless  the  reduction  of  US  forces  on  ROK  is  accompanied  by  an 
offsetting  increase  in  defense  capabilities  ,,,  its  weakened  pos- 
ture would  offer  North  Korea  to  exert  higher  pressure  at  lower 
risk 

— among  the  leaders  of  the  world  America  has  no  greater  friend 
than  President  Park 

Price:   — ROK  is  show  case  of  democracy 

— also  US  policy  is  to  withdraw  troops  from  ROK  so  we  must  not  let 
them  feel  abandoned 


Senate  Foreign  Relations  Committee  Hearings 


December  14,  1970  ~  S,  Rept,  91-1437  (see  below) 

Senate  Floor  Debate  on  H.R,  : 

$150  million  for  ROK  to  $144  million  was  passed) 


Sparkman:  There  was  little  discussion  in  the  committee  of  the  funds  requested 
for  Vietnam,  Korea,  etc,  ,..  Most  members  felt  the  amount  requested 
should  be  authorized 

— but  some  thought  more  time  was  needed  to  examine  implications  of 
$150  million  to  ROK 
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Gravel:   "On  examination  we  find  that  in  Korea  we  had  a  situation  where  we 
had  let  contracts  to  the  Koreans,  who  would  have  a  preferential 
economic  benefit  because  of  an  involvement." 

"It  is  just  coincidential  that  the  number  of  troops  assigned  to 
Korea  equals  the  number  of  troops  they  had  in  South  Vietnam." 

Stevens:   — offered  amendment  to  delete  $5.8  million  from  bill  which  was 
intended  for  the  purchase  of  small  attack  naval  vessels  for  ROK 
— since  1946  US  has  given  ROK  $8  billion 
— (he  inserts  table  of  aid  to  ROK  in  Record 

S20210     12/15/70 
— of  the  $8  billion,  $241  million  has  been  spent  on  ROK  navy  — 
Stevens  raises  question  what  did  ROK  do  with  the  $241  million  they 
did  not  have  to  spend  on  their  Navy 

— ROK's  merchant  marine  increased  from  4  ships  (1950)  to  28  ships 
(1970)  during  the  same  period  the  US  merchant  marine  declined 
— Now  ROK  merchant  marine  competes  with  our  merchant  marine 
— Stevens  raises  question  of  Korean  fishing  fleet  threatening 
US  fishing  industry  and  so  on 

— Stevens  amendment  also  prohibits  the  expenditure  of  any  of  the 
funds  in  this  measure  for  small  naval  attack  vessels  for  ROK 

Stevens:   basically  we  felt  the  ROK  has  been  using  moneys  we  have  provided 
for  military  and  economic  assistance  to  free  money  from  internal 
sources  for  increasing  their  merchant  marine  and  the  number  of 
their  fishing  vessels. 

Jackson:   If  the  ROK  can  invest  over  $200  million,  of  which  $30  million  is 

internally  generated  capital,  in  their  deep  sea  fishing  fleet  — 

they  can  contribute  the  less  than  $6  million  required  for  the  pur- 
chase of  these  small  naval  vessels. 

Amendment  passed  by  voice  vote 


December  16,  1970 


Senate  Floor  Debate 


Fulbright:   We  need  more  time  on  this  bill  especially  the  part  on  Cambodia 
— the  ROK  funds  are  different  because  it  does  not  involve  a  new 
policy  or  a  new  client.   I  believe  it  is  estimated  to  cost  $500 
million.   At  one  time  it  was  reported  that  the  Koreans  were  asking 
$3  billion.   I  don't  think  Laird  knows  how  much. 
— It  is  a  Korean  request. 
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December  14,  1970  S,  Rept,  91-1437  (this  notation  should  be  above 

Senate  floor  debate  on  December  15,  and  16) 
Senate  Foreign  Relations  Committee  reported  bill 
with  $150  million  military  assistance  for  ROK  and 
the  authority  to  transfer  about  $117-$122  million 
worth  of  equipment  to  ROK  but  the  Senate  report 
noted  p.  5 
"Because  of  the  press  of  time  the  committee  was  unable  to  give 
proper  study  and  consideration  to  the  executive  branch's  plans 
for  Korea.   Consequently,  the  committee's  approval  of  this  item 
should  in  no  way  be  interpreted  as  endorsement  of  any  long  range 
plan  for  additional  military  assistance  to  ROK.   The  committee 
will  examine  the  policy  and  plans  more  carefully  next  year  in 
connection  with  its  work  on  foreign  aid  legislation." 


December  22,  1970 


Conference  report  passed  House  and  Senate 
full  $150  million  request  for  ROK  restored  in 
final  bill  and  P.L, 


January  5,  1971   P.L.  91-652 


(1)  $150  million  for  ROK  to  start  modernization 

(2)  authority  to  transfer  certain  equipment  to  ROK 


Pro 


Con 
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Foreign  Military  Sales  (P.L.  91-672) 
HFAC  Hearinags  February  5  and  17,  1970, 


David  Packard 

Korea's  economic  situation  requires  continued  grant  aid, 
Korea  (and  other  countries)  cannot  at  this  time  make  the  cash 
outlay  to  buy  the  military  equipment  we  and  they  consider 
essential  to  protect  our  mutual  security  interests;  and  can't 
get  credit  unless  provided  or  guaranteed  by  the  U.S.  govern- 
ment . 

The  present  program  is  not  adequate  in  terms  of  Korea, 
which  is  a  staunch  and  important  ally  and  has  the  capability 
of  undertaking  a  large  share  of  the  responsibility  for  its 
own  defendU*^  Very  little  of  our  aid  goes  to  upgrade  equipment, 

Korea  dosen't  need  training.   They  are  able  to  handle 
even  rather  sophisticated  weapons. 


Lt.  Gen.  Robert  H.  Warren 

The  Nixon  doctrine  calls  for  U.S.  Military  aid  and  sales 
to  enable  our  allies  to  better  defend  themselves.   Grant  aid 
and  sales  are  keyed  to  the  same  objectives  including  utiliza- 
tion of  allied  rather  than  U.S.  manpower  whenever  possible. 
It  is  interesting  to  note  that  Korea  can  maintain  twenty  troops 
for  the  cost  to  the  U.S.  of  maintaining  one  U.S.  soldier. 

The  U.S.  obtains  a  great  deal  of  mutual  security  as  a 
direct  result  of  our  program  for  Korea. 

Korea,  as  a  military  base,  is  very  important  to  our 
overall  defense  posture. 


Cong.  Fraser 

I  find  the  concepts  of  aiding  allies  to  maintain  troops  to 
use  in  our  stead  in  warfare  in  Asia,  and  emphasizing  for  this 
aid  countries  where  the  U.S.  has  military  bases  which  need  pro- 
tecting confusing.   Are  we  going  to  use  U.S.  troops  in  land  war 
in  Asia  or  aren't  we? 

Gen,  Warren 

We  have  a  bilateral  agreement  w/Korea  which  requires  us  to 
be  in  a  position  to  be  of  some  assistance  to  those  countries, 
but  don't  specify  what. 


Pro 
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HFAC  Report  #91-869  on  Military  Sales  Act 

The  4  forward  defense  countries  (Korea)  which  are  on  the 
periphery  of  the  USSR  or  China  cannot  rely  on  the  hope  that 
those  countries  will  change,  but  must  rely  on  what  is  required 
to  maintain  their  own  security  and  to  contribute  to  the  collective 
security  of  the  non-Communist  world. 


SFRC  Hearings  March  24  and  May  11,  1970 


David  Packard 

(Makes  basically  the  same  statement) 

Korea  is  a  good  example  where  we  urged  them  to  plan  for  only  what 
they  need  to  provide  deterrence  against  North  Korean  capabilities. 
(Apparently  the  PRC  followed  this  example  re:  the  N.  Koreans) 

General  Warren 

Aid  for  Korea  is  repeatedly  justified  in  terms  of  its  "forward 
defense  country"  status  as  it  was  in  statements  to  HFAC. 

The  Nixon  Doctrine  would  suggest  that  we  increase  our  aid, 
at  the  same  time  cutting  our  manpower  involvement. 

Sen,  Fulbright 

You  gave  Korea  (F-4  aircraft)  and  then  China  wants  them.   If 
you  give  one  of  them  a  weapon  system  and  they  all  want  it. 

Gen.  Warren 

(Re:  tranferring  plans  F-5  to  Korea) 

Vietnam,  Thailand  and  Korea  are  eligible  to  receive  it  because 
they  are  fighting  w/us  in  Vietnam, 

(Also  mentions  as  to  the  HFAC  that  grant  money  to  Korea  must 
be  used  to  maintain  equipment.  There  isn't  enough  for  upgrading. 


Questions  asked  by  SFRC  and  answered  in  writing. 

Question:  (a)  The  1969  foreign  aid  bill  earmarked  $50  million 
in  military  grant  aid  for  Korea.  How  much  is  Korea  now  slated  to 
receive  in  FY  1970  compared  with  the  amount  contained  in  the  FY  1970 
Congressional  presentation  document? 

(b)  What  do  you  expect  to  happen  to  the  level  of  military  aid 
to  Korea  in  the  next  few  years?  To  the  level  of  aid  to  Nationalist 
China?  To  the  Philippines?  To  Thailand? 

Answer:  (a)  The  FY  1970  Congressional  Presentation  Document 
reflects  program  of  $164,0  million  for  Korea,  As  a  result  of  an 
authorization  below  that  requested  and  after  considering  priority 
and  need  of  worldwide  requirements  for  MAP  funds,  the  Korean  program 
for  FY  1970  was  set  at  $140.5  million  which  includes  $50,0  million 
earmaked  for  that  nation  by  Congress, 
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(b)  MAP  is  not  a  self-perpetuating  program  and  it  is  intended 
to  phase  out  grant  materiel  assistance  as  rapidly  as  the  world 
security  situation  permits  and  as  recipients  are  able  to  assume 
the  costs  of  their  own  defense.   Thus  in  the  long  run  we  would 
expect  that  all  programs,  including  Korea,  China,  the  Philippines 
and  Thailand,  would  be  phased  down.   However,  in  the  short  term 
it  may  be  necessary,  in  order  to  implement  the  Nixon  Doctrine, 
to  provide,  for  a  time,  greater  amounts  of  assistance  than  had 
previously  been  projected. 

Comments  concerning  the  Fulbright  amendment. 

As  to  the  substance  of  the  proposed  amendment,  it  has  the 
effect  transforming  MAP  into  a  local  currency  sales  program. 
This  would  undermine  the  existing  rationale  of  the  grant  aid 
program.   In  the  case  of  Korea,  it  could  adversely  affect 
Korean  reactions  to  our  planned  modernization  efforts.   And, 
globally,  the  proposed  local  currency  program  would  be  re- 
ceived negatively  by  countries  which  are  in  a  weak  balance 
of  payments  position.   This  would  be  particularly  applicable 
in  the  case  of  Turkey,  the  second  largest  U.S.  grant  aid 
recipient . 

With  respect  to  those  countries  where  our  holdings  of 
local  currency  are  already  in  excess  or  "near  excess"  of  our 
requirements,  it  would  result  in  the  accumulation  of  addi- 
tional local  currency  which  we  cannot  utilize.   In  the  case 
of  those  grant  aid  countries  which  are  now  shifting  to  dollar 
sales,  it  would  stimulate  resistance  to  dollar  sales  and 
encourage  requests  for  local  currency  sales. 

Question:  Have  the  U,S,  military  authorities  turned  down 
requests  by  other  countries  for  Vietnam  excess?  If  so,  on  what 
grounds?   Would  you  provide  some  examples  of  such  refusals  to 
illustrate  the  degree  of  U,S.  control  and  the  criteria  esta- 
blished as  to  U.S.  priorities  and  objectives? 

Answer:  All  MAP  grant  aid  participation  in  declared 
excesses  available  at  Vietnam  property  disposal  yards  (PDOs) 
is  directed  by  MAAG  personnel.   Request  for  release  of  such 
material  have  been  rejected  due  to  lack  of  valid  MAP  require- 
ment, or  because  the  particular  items  are  otherwise  ineligible 
for  grant  aid  to  the  particular  country.   Following  are  two 
illustrative  examples: 

(a)  Request  by  Korea  for  release  of  major  components  of 
a  carbon  dioxide  generating  plant  rejected  due  to  lack  of  a 
defined,  valid  MAP  requirement,  and  due  to  the  probability 
of  further  support  requirements  to  complete  the  plant. 

(b)  Request  by  China  for  release  of  lube  oil,  paint  and 
clothing  rejected  due  to  DoD  policy  prohibiting  provision  to 
that  country  of  consumable  items  generally  available  from 
commercial  sources  in  the  country. 
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Question:   For  such  redistribution  of  excess  articles,  what  criteria 
of  need  have  been  established?   Is  such  equipment  being  given  only  to 
meet  the  requirements  of  regularly  supported  MAP  forces  goals,  or  is  it 
now  planned  to  support  additional  forces  in  such  countries  as  Taiwan 
and  Korea? 

Answer:   The  criteria  of  need  are  the  same  as  for  funded  MAP.  Ex- 
cess articles  are  furnished  only  to  meet  approved  requirements  that  other- 
wise would  qualify  for  grant  military  assistance  to  meet  regularly  sup- 
ported MAP  force  goals. 

Nothing  in  the  House  debate.  This  is  from  the  Senate  debate 

Sen.  Thurmond: 

These  small  countries  like  Korea  cannot  survive  without  this  air- 
craft (F-5).  We  are  talking  about  a  fighter  aircraft  which  can  provide 
air  superiority  for  these  small  Asian  nations  which  are  besieged  by  the 
forces  of  Communist  controlled  governments, 

Melvin  Laird  quote  in  Congressional  Record 

We  believe  making  an  appropriate  aircraft  available  to  these  coun- 
tries (Korea)  will  enable  them  to  shoulder  more  of  their  own  defense « 

Sen.  Miller 

The  "forward  defense  countries"  have  the  greatest  need  for  assist- 
ance and  the  least  ability  to  pay  in  dollars  or  local  currencies. 

Of  the  four  Korea's  and  Turkey's  sizable  and  effective  forces  make 
a  major  contribution  to  the  defense  of  strategically  vital  areas. 

Sen.  Dominick 

If  we  can  increase  the  number  of  excess  defense  equipment  we  give 
to  Korea,  we  would  have  the  ability  to  have  much  stronger  defense  lines 
and  not  have  to  involve  the  U.S.  as  deeply  as  in  the  past. 

Sen.  Church 

(lrt*cfctiiM4)ercent  to  be  paid  for  excess  defense  articles) 
This  amendment  would  affect  Korea.   None  of  these  countries  is  so 
weak  that  they  could  not  establish  an  account  for  the  benefit  of  the  U.S.j 
making  their  local  currency  available  to  us  to  defray  our  needs. 

Conference  Report  91-869    Debate  on  floor 

Sen.  Fulbright 

In  countries  like  Korea,  we  could  save  a  great  deal  of  money  by 
requiring  that  they  make  partial  payment  in  their  own  currency  for  air 
grant  aid.   The  House  adamantly  refused. 


I 


298 


Foreign  Assistance  Act  of  1971 


April  21,  1971   -  Nixon  sent  a  foreign  aid  package  to  Congress  including 

two  separate  bills  -  1.  Security  Assistance  and  2.  Develop- 
ment and  Humanitarian  Assistance;  and  recommendations  for 
reorganization  of  foreign  aid  act, 

p.  5  of  Pres's  Message   *   "We  are  providing  Korea  with  equipment  to 

improve  and  modernize  its  defense  and  we 
are  withdrawing  some  of  our  troops," 

April,  May,  &  June,  1971  -  House  Foreign  Affairs  Committee  Hearings. 

Highlights  of  Hearings  Concerning  Korea 

April  28,  1971   p.  58  -  Mailliard:   "How  is  modernization  program  in 

Korea  progressing?,  and  what  is  program  for  next  year? 

Packard:  (Dep.  Sec.  of  Defen8e)"we  were  involved  in  discussions  directed 
at  reducing  troops  in  ROK  by  20,000.   It  was  difficult  to  tell  ROK  about 
troop  withdrawal  so  supplemental  funds  (last  yr's)  helped  implement  with- 
drawal -  program  is  now  moving  along. 


p.  66.  Broomfield:   "-  I  would  hope  that  modernization  would  get  well  under- 
way before  any  further  troop  withdrawals  in  ROK. 

p.  82  Buchanan:  Asked  what  projections  for  aid  to  ROK  in  future. 

Packard:  "there  will  be  a  need  for  an  increase  in  assistance  to  Korea, 
in  5  -  years  -  with  assistance  we  have  planned  /the  South 
Koreans  can  provide  what  we  call  realistic  deterrence. 

-  well  -  trained  ROK  forces:  capable  etc.   Time  span  of  5-years  could  be 
shortened  if  .,. security  deletion 


May  4,  1971  p.  132  (Green  -  Dept ,  of  State)  ROK  on  way  to  self-sufficiency 
thanks  to  U,S,  aid. 

Frelinghuysen  p.  141  -  will  modernization  be  completed  soon? 

Green:  p.  141  -  in  several  years/There  has  been  a  reaction  of  pride  among 
Koreans  when  they  took  over  from  U.S.  "One  of  most  compelling  reasons 
behind  Nixon  doctrine  is  that  it  touches  the  quick  of  that  nationalism. 
Great  progress  in  ROK. 


299 


May  1971  p  349 

May  12,  1971  Warren  (Defense):  makes  presentation  for  2nd  year  of 
5  year  modernization  plan.  Many  security  deletions. 

ROK  needs  assistance  to  respond  to  North  Korean  possible  threat, 

p,  352  -  Warren:  "We  are  proposing  to  continue  with  very  substantial 
programs  to  Koie.a.   Except  for  a  small  security  area  near 
Panmunjom,  the  Koreans  have  now  replaced  the  one  US  division 
which  was  taken  out  along  the  DMZ. 

p,  354  Mailliard:  When  we  withdrew  our  division  did  we  turn  over  that 
division's  equipment  to  the  ROK 

Warren:  "We  are  turning  over  those  equipments  which  will  modernize 
ROK  forces.  Army  is  working  on  a  list  on  a  (security 
deletion) 

...  many  security  deletions  follow 

p.  360  Frelinghuysen:  "If  the  rate  of  help  goes  down  as  readily  as  it 
seems  to  be,  it  is  going  to  be  a  15  -  year  or  longer 
program  instead  of  5. 

Warren:  "We  have  a  lot  of  transfer  equipment  from  the  departing 

units.  ,  ,  this  does  not  show  up  in  our  grant  aid  program 

.,,  many  security  deletions 

,..  the  supplemental  for  1971,  which  really  saved  the  day  in 

the  Korean  program, 

Wolff:  Raises  question  of  excess  and  transfer  equipment  being  in 
different  categories: 

p.  361.  graft  showing  transfer  of  $55.0  million  in  U.S.  equipment  to 
ROK  (authorized  by  P.L.  91  -652)  for  FY  71. 

p,  362  -  Warren:  One  of  the  problems  during  the  last  2  years  has  been 
that  the  size  of  grant  aid  appropriations  was  cut  so  much  that 
a  large  portion  of  the  money  available  for  Korea  in  FY  70  and  most 
of  it  in  FY  69  went  for  operating  costs. 
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Until  the  supplemental  was  passed  for  this  year  we  programed  ROK 
at  (security  deletions)  Every  bit  of  that,  except  for  (security 
deletions)  F-5s,  ...  was  for  operating  costs.   They  don't  have 
the  money  to  buy  from  the  US  at  this  time,  so  it  is  either  grant 
aid  or  they  don't  get  equipment. 

...  (discussion  of  detailed  program  for  ROK  follows  with  many 
security  deletions) 

P.  372  -  question  of  excess  units  in  ROK  brought  up  and  Thompson  asks 

why  couldn't  operating  costs  be  reduced  by  refusing  to  support 
excess  units. 

Warren:  Inflation  is  a  cause  and  obsolete  equipment  results  in  high  operating 
costs. 

p.  375  Warren:  ROK's  foreign  exchange  situation  makes  it  extremely  difficult 
at  this  time  for  her  to  make  substantial  cash  purchases  elsewhere, 
it  could  damage  her  economy. 

-  many  security  deletions  re:  ROK  p.  375. 

May  25,  1971  p.  448 

McCain:  Economic  growth  and  stability  of  ROK  since  Korean  War  is 
reflection  of  U.S.  aid  and  ROK  determination.  ...  In  1970  a  plan 
for  modernizing  Korean  forces  (FY  71-FY75)  was  developed  jointly 
with  ROK.   Congress  passed  supplemental  $150  million  in  FY  71  over 
and  above  $140  million  regular  ROK  MAP.   Withdrawal  of  1  US  division 
will  be  completed  June  30,  1971.   Before  the  FY  71  $150  million 
supplemented  appropriation,  investment  costs  in  relation  to  operat- 
ing costs  had  been  minimal.   The  investment  picture  in  1972  represents 
the  approximate  planned  level  for  the  remainder  of  the  5-yr  moderniza- 
tion plan. 

June,  1971  -  Senate  Foreign  Relations  Hearings  p.  276  -  summary  of  security 
related  programs  for  FY  72  showed: 

ROK  military  assistance  $239.4  +  foreign  military  credit  sales  15.=  $254.4  million, 

excess  defense  articles  $40  million 

p.  341  -  349  Senate  Foreign  Relations  Committee  enumerated  difficulty  in 

getting  access  to  documents  and  reports  held  by  exbranch  agencies  e.g. 
5  -  year  plan  for  military  assistance. 
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p.  377  Questions  by  Senator  McGee  submitted  to  DOD 

p.  377  #15  Re:  ROK 

Answer:  "We  have  made  no  decision  at  this  time  relating  to  future 
reductions  of  US  forces  stationed  in  ROK." 

"Estimated  amounts  included  in  the  Military  Functions  Appropriations 
FY66  -  72  for  support  of  Korean  forces  in  Vietnam  and  related  costs  are  in 
millions. 

FY  1966  $65. 

67  262.9 

68  393.8 

69  271.4 

70  237.6 

71  221.6 

p.  378     #20  Would  you  furnish  the  Committee  with  the  details, 

including  cost  estimates  of  the  5-year  modernization  plan  for 
ROK  forces? 

Answer:  (figures  deleted)  see  p.  378  -  but  of  no  significance  without  figures 

July  26,  1971  -  H.  Rept.  92-380  House  FA  reported  one  bill. 

p.  23-24  of  report:  Military  assistance  section  authorizes  $705 
million  for  each  FY  72  and  FY  73.   "The  proposed  program  is  designed 
primarily  to  advance  new  initiatives...  a  five  -  year  modernization 
program  for  ROK.  .  ." 

"More  than  88%  of  FY  72  program  has  been  allocated  to  9  countries 
including  ROK  $239.4  million. 

October  21,  1971  -  S,  Rept.  92-404.  Senate  bill  authorized  military 
assistance  funds  for  only  FY72.  Senate  military  assistance 
funds  for  FY  72  were  $565  million  ^rs .  $705  million  in  the 
House  billj and  several  restrictions  were  endorsed,  e.g.  required 
the  Pres.  to  submit  to  Congress  a  county  -  by  -  county  list 
of  foreign  aid  allocations  written  30  days  after  passage 
of  the  appropriation  bill  and  limiting  to  a  maximum  of  10% 
any  increase  in  aid  in  each  category  and  country  by  transfer 
of  funds  from  other  countries  or  programs  without  advance 
notice  to  Congress. 

-  required  a  25%  payment  in  foreign  currency  for  US  military  grant 
aid. 
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November  8,  1971  -  S.  Rept.  92  -  431 

Military  Assistance  for  FY  72  (an  interim  authorization)  this  bill 
continued  existing  programs  but  at  a  reduced  level,  pending  enactment 
of  a  revised  military  assistance  program  in  the  next  session  of 
Congress. 

p.  10  of  report.   A  new  section  (#314)  required  that  a  foreign  country 

which  receives  military  grant  aid  or  excess  defense  articles  pay  in 
its  own  currency  25Z  of  the  amount  of  the  grant  aid  or  25Z  of  the 
fair  market  value  of  defense  articles. 

December  16,  1971  —  Conference  committee  reported  out  a  single  bill  (S.2819) 

containing  authorizations  for  both  military  (1  yr)  and  economic  assistance 
(2  yrs) 

Conference  agreement  authorized: 

Grant  Military  Assistance  $500,  million 

Supporting  Assistance  $618.  million 

Military  Credit  Sales  $400.  million 

The  Senate  requirement  that  recipient  countries  deposit  in  special  foreign 
currency  accounts  the  equivalent  of  25Z  of  the  aid  they  receive  so  that 
U.S.  Government  could  use  the  amounts  to  pay  its  official  costs  in  the 
currency  of  the  country  was  modified  by  the  House  conferees  to  require  the 
deposit  to  be  lOZ.  .   ."excepting  certain  of  the  South  Korean  aid  funds." 

On  Dec.  17,  1971  Senate  passed  conf.  bill  "Jan.  25,  1972  the  House  passed 
the  conf.  bill  P.L.  92-226. 

The  House  had  passed  the  appropriations  bill  while  the  authorizing 
legislation  was  still  pending.   The  final  appropriation  bill  was  not  passed 
until  March  1972  (P.L.  92-242). 

Total  military  assistance  in  first  appropriations  bill  was  $500  million 
and  foreign  military  credit  sales   $400  million. 
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Foreign  Assistance  Act  of  1972  (not  enacted) 


HIRC  Hearings  on  H.R.  13759  March  14,  15,  20,  21,  22,  23,  1972 


p.    3 

Rogers 

4 

11 

46 

Laird 

note  troop  withdrawal  of  U.S.  20,000  from  ROK. 

note  $235  million  requested  for  ROK  military  mo- 
dernization program. 

Plays  up  importance  of  U.S.  support  for  5  years 
ROK  military  modernization  plan. 

Hits  cut  by  Congress  in  military  assistance — as 
leading  to  40  percent  reduction  in  U.S.  aid  to 
ROK  military  modernization. 


55-6  Morrer 


Notes  ROK  moving  to  self  reliance  through  U.S.- 
supported  military  modernization  program.  This 
has  led  to  U.S.  withdrawal  of  20,000  troops. 


80 


Laird 


163   Lt .  Gen.  Seignious 


In  response  to  questions  by  Rep.  Gross,  notes  mone- 
tary saving  resulting  from  U.S.  withdrawal  of 
20,000  troops  from  ROK. 

Discusses  in  detail  235  million  (security  aid  for 
ROK,)  and  also  background  of  U.S.  support  of  ROK 
military  modernization  plan. 


175    Rep.  Frelinghuysen    Hits  congressional  cuts  in  programs  such  as  ROK  pro- 
gram as  short  sighted. 


180   Rep.  Rosenthal 
187   Rep.  Kazen 


Asks  how  congressional  cuts  have  hurt  U.S.  credi- 
bility in  countries  like  ROK. 

Wants  to  know  savings  resulting  from  U.S.  troop 
withdrawal  from  ROK. 


205   Marshall  Green 


Supports  aid  to  ROK  as  helping  U.S.  withdrawal. 
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214   Rep.  Bloomfield        Expresses  concern  if  U.S.  support  for  ROK  moderni- 
zation program  slackens.   Feels  that  it  is  cheaper 
to  fund  program  and  withdraw  U.S.  troops,  rather 
than  leave  U.S.  troops  there. 

229   Rep.  Culver  Expresses  concern  over  security  aid  to  ROK  when 

ROK  human  rights  conditions  are  poor. 


Hearings  HIRC  on  H.R.  13759  Mar.  28  and  29  April  II.  1972 
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Hearings  SFRC  on  S.  3390  April  17.  18.  19,  1972 


p. 


5     (Sec.  Rogers)         Notes  20,000  less  U.S.  troops  in  ROK, 

Noted  Administration  request  for  $235  million 
grant  military  assistance  —  to  continue  sup- 
port for  ROK  military  modernization — to  be 
completed  by  1975;  after  that,  ROK  defense  need 
be  met  w/FMS  credit  sales, 

90    Fulbright  Hits  money  U.S.  spending  to  support  ROK  forces 

in  Vietnam. 

99    Laird  Hits  Congressional  cuts  for  FY  72  budget  that 

caused  a  40  percent  reduction  in  planned  fund- 
ing for  ROK  modernization,  from  $239  million  to 
$150  million. 

101    Laird  Urges  extention  of  maximum  maturity  period  for 

credits  from  10  to  20  years  on  credits  to  ROK, 
among  others. 

105-6  Moorer  Pushes  U.S.  aid  for  ROK  military  modernization 

program;  notes  past  congressional  aid  cuts  have 
slowed  the  program. 

Notes  ROK  see  cuts  as  "breach  of  faith"  by  U.S. 
Notes  modernization  program  has  allowed  U.S.  to 
withdraw  20,000  troops  from  ROK. 

[hearings  clearly  dominated  by  issue  of  Vietnam,  Cambodia] 
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Congressional  Record  -  1972 


S.  9199    Sen.  Sparkman 


S.  9567     Sen.  AUott 


S.  9641     Sen.  Case 


S.  10103   Sen.  Hugh  Scott 


S.  10104  Sen.  Dole 

S.  10105  Sen.  Sparkman 

S.  10107  Sen.  Gurney 

S.  10114  Sen.  Symington 


Notes  that  bill  only  1/3  of  U.S.  military 
assistance  for  next  FY,  and  notes  that  support 
for  ROK  forces  in  Vietnam  not  included  in 
request. 

Speaks  in  support  of  ROK  military  moderniza- 
tion programs  and  hits  any  proposed  limit  in 
U.S.  support  for  this  program. 

Hits  use  of  "Korean  Mercenaries"  in  Vietnam. 

Proposes  amendment  to  raise  amount  of  security 
assistance  which  he  says  will  keep  U.S.  faith 
with  ROK,  will  continue  promised  support  for 
ROK  military  modernization.   Long  (2,000  wds.) 
discourse  on  why  U.S.  should  support  actively 
the  ROK. 

Rises  to  second  Scott's  remarks.   Hits  cuts 
made  by  SFRC. 

Backs  Scott-Dole  on  support  against  cuts  for 
aid  to  ROK. 

Supports  Scott  but  no  specific  reference  to  ROK. 

Hits  using  ROK  force  in  Vietnam  and  U.S.  support 
for  those  forces. 


H.  7307  Rep.  Morgan 

H.  7440  Rep.  Heinz 

H.  8643  Rep.  Passman 

H.  8650  Rep.  Waldie 

S.  15869  Sen.  Fong 


Notes  importance  of  Security  Assistance  to  ROK, 

Hits  Korean  aid  %*hen  Koreans  hold  up  passports 
for  adoption  cases. 

Supports  maintaining  aid  commitments  across 
the  board. 

Supports  military  aid  to  ROK,  in  contrast 
to  past  position. 

Supports  Scott  in  restoring  some  funds  across 
the  board,  no  specific  reference  to  ROK, 
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Foreign  Assistance  Act  of  1973  P.L.  93-189 

Highlights  of  Activities  Concerning  Military  Assistance  for  ROK  (South  Korea) 

NB:  A  variety  of  bills  were  considered  and  acted  on  in  the  course  of  reaching 
agreement  on  a  final  single  version. 

May  2,  3,  4,  and  8,  1973  -  Senate  Foreign  Relations  Committee  Hearings  on 
S.  1443  "The  Foreign  Military  Sales  and  Assistance  Act." 

Summary  of  S.  1443  (in  terms  of  items  concerning  ROK) 

1)  phases  out  military  grant  assistance  over  a  2  -year  period 
and  permit  loans  on  concessional  terms 

2)  during  phase  out  period,  bill  requires  a  50%  payment  in 
foreign  currency  for  grant  aid,  which  will  be  available  to 
meet  US  expenditures  within  the  county. 

3)  phases  out  all  military  aid  missions  over  a  2-year  period 

Fulbright:  "the  major  recipients  of  our  military  aid  -  Korea  etc.  are 
hardly  paragons  of  democratic  government..." 

p.  3  -  4  "...  in  Korea  with  one  -  man  rule,  20  years  after  the 

end  of  the  war  there,  we  still  maintain  40,000  troops  at  a  cost 
of  $600  million  annually.  ...  In  addition,  we  pay  out  $150 
million  or  more  a  yr.  for  ROK  armed  forces.  This  is  a  country 
with  an  army  far  larger  than  a  population  twice  of  North  Korea. 
Thanks  to  American  generosity,  ROK  spends  only  4Z  of  its  GNP 
on  defense,  compared  with  16%  for  North  Korea  which  maintains 
independence  from  both  China  and  Soviet  Union.   Perhaps  if 
we  had  not  been  so  willing  to  underwrite  ROK's  military  forces 
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all  these  years.  South  and  North  would  have  reached  some  type 
of  political  accomodation.   It  is  quite  possible  that  our  presence 
and  our  aid  have  served  to  present  the  very  goal  we  profess  to 
seek. 

p.  7   S.1443  proposed  $110  million  for  ROK  mil.  grant  assistance, 

N.B.  $110  million  is  cut  from  Ad.  request 

May  1,  1973  -   In  Message  from  White  House  printed  in  Senate  Hearings 
on  p.  101 

"US  can  claim  a  number  of  successes  .  .  .  South  Korea  built  capable 
forces.  .  . 

Rush  (Dep.  Sec.  of  State):  "We  propose  to  provide  $261  million  in  grant 

mil.  assistance  for  ROK.   This  will  go  a  long  way  toward  comple- 
p.  104      tion  of  the  program  for  modernization  of  Korean  Armed  Forces  and 

and  thus  make  possible  the  early  attainment  of  Korean  self-reliance, 
p.  106       ...foreign  military  sales  -  Korea  $25  million. 

p.  Ill  Fulbright:  Do  you  maintain  that  ROK...  is  a  free  country?   free  election? 

Rush:  They  have  a  right  to  choose  their  own  form  of  government. 

p.  135  Case:  What  might  happen  in  ROK  if  we  should  tell  them  say  in  2  years 
to  start  paying  for  military  equipment. 

Rush:  South  and  North  Korea  now  engaged  in  negotiations  and  to  set  a  time 
limit  on  when  our  troops  will  come  out  would  harm  negotiations. 

We  would  hope  that  within  next  5  years  we  would  be  able  to  end  grant 
mil.  ass.  to  ROK  -  but  we  don't  think  we  should  set  a  specific  date 
as  of  now, 

p.  145  Fulbright :.. ."information  that  we  will  spend  a  total  of  $775  million 

in  behalf  of  ROK's  defense,  and  yet  RWC  spends  only  4%  of  GNP  in  defense, 
(there  follows  several  press  articles  on  ROK  and  US  troops  mostly 
showing  waste  of  US  taxpayers  money. 

May  3,  1973 

p.  167  Warnke:  We  should  phase  out  US  troops.  .  .  but  not  think  that  this 
withdrawal  requires  an  increase  in  the  mil.  assistance  to  ROK 
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May  8r  1973 

p.  336-7  Fulbright  asks  Sec.  Richardson  why  US  continues  to  pour  so 
much  in  ROK  -  many  references  to  classified  info. 

\     Richardson's  short  answer:  "Stability" 

p.  337-8  Excerpts  from  "Korea  and  the  Philippines:  1972" 

Feb.  18,  1973.   Senate  Foreign  Relations  Comm.  Staff  report. 
-  giving  origins  of  5  -  yr  Modernization  Plan  for  ROK  -  "unclear" 
Modernization  Plan  was  to  cost  $1-$1.5  million  but  ROK's  plan  was 
$4  billion. 

p.  338  of  Hearings  quoting  staff  report  -  important 

a  few  excerpts 

"The  planned  levels  for  the  MAP,  to  complete  the  $1.5  billion 

modernization  plan,  were  $290  million  in  FY  71  and  $239.4  million  in  FY 

72,  Because  of  cuts  -  $1.8  million  was  unfunded  in  FY  71  and   $84.3 

million  in  FY72  etc.  .  .  p.  355.  Pell:  is  there  a  master  plan  to  the 

effect  that  we  really  will  have  withdrawn  all  our  forces  at  the  end  of 

the  5  years.  .  . 

Richardson.   No  master  plan  has  been  worked  out  in  detail  at  this  point 

-  more  consultation  is  needed  with  the  ROK  ...  the  rate  of  support  for 

the  US  modernization  program  has  lagged 

JCS 

Moorer:  p.  382:  strategic  imp.  of  Korea  ...  reduced  funding  for  MAP  in 

FY  72  degraded  modernization  plan  for  ROK  by  $85  million.  .  .  so  we 

didn't  reach  planned  objectives  FY  73  also  cut  ...  Now  ROK  program  for 

FY  74  includes  $238.8  million  in  grant  assistance  and  $25  million  in 

FMS. 


35-283  0  -  78  .  21 
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p.  382  (Moorer)  Any  significant  reduction  would  jeopardize  the  moderniza- 
tion plan.  .  .  . 
June  4,  1973  -  S.  Rept .  93-189 

p.  5  "Today  the  problem  is  not  that  friendly  dominoes  will  topple  under 
a  wave  of  communism,  but  that  more  will  fall  under  military  rule.  .  .  . 
But  the  major  recipients  of  US  military  aid  -  S.  Vietnam  ,  ,  .  Korea  .  ,  , 
are  hardly  paragons  of  democratic  government. 
Senate  Floor  Rebate 

June  25,  1973 
(International  Dev.  Act  S.  2059) 

p.  S.  21056  Fulbright:  Contrast  China  with  South  Korea... with  success 
stories  like  this  our  taxpayers  could  use  some  failures, 
(S.  1443  -  Military  Assistance) 
S.  21123 

Fulbright:  major  recipients  of  U.S.  military  aid  (e.g.  ROK)  are 
hardly  paragons  of  democratic  government. 
June  26,  1973  - 
S.  21547 

Tower:  argues  against  cut  in  military  aid  to  Korea  because  President 
needs  flexibility  to  implement  Nixon  Doctrine  -  allowing  countries  such  as 
ROK  to  take  on  their  own  defense  and  US  troops  to  be  withdrawn. 
Fulbright:  How  can  $261  million  in  outright  grants  to  ROK  serve  to  thwart 
(S.  21548   territorial  aggression? 
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Does  ROK  really  need  one-quarter  of  a  billion  dollars  in  grant 
military  aid  this  year  in  order  to  protect  itself  from  North 
Korea.  .  . 

the  South  Koreans  do  not  have  to  make  the  hard  choice  between 
military  and  social  spending  as  long  as  American  taxpayers  are  so 
generous  with  their  subsidies. 
Fulbright:  .  .  ,  the  administration  plans  to  give  Korea  $182  million  in 

economic  aid  in  the  next  FY  (press  articles  re:  ROK  are  inserted 
at  this  point) 
Fulbright:   "it  strains   credibility  to  suppose  that  the  ROK 
S  21579      would  find  it  rational  to  maintain  such  a  preponderance 
of  force  on  the  Korean  Peninsula  if  it  were  not  attached 
to  the  umbilical  cord  of  American  support." 
•  .  .  perpetuation  of  forces  becomes  the  justification 
for  perpetual  mil.  assistance. 
Tower:  S.  1443  proposes  35%  less  than  the  administrations  request  .  .  . 
S  21552      adverse  impact  would  be  particularly  felt  in  Korea  .  .  • 
the  ad  had  proposed  for  ROK  $261  million.  This  bill  would 
reduce  that  to  less  than  1/2  that  or  $119  million  .  .  .We  are 
moving  into  4th  year  of  modernization  program.   By  reducing 
aid  and  hurting  program  we  could  undermine  South-North  talks 
in  Korea  ROK  must  be  able  to  negotiate  from  position  of  strength 
(Tower  amendment  for  increased  aid-rejected) 
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Beall:  Argues  against  countries  such  as  ROK  paying  25X  of  the  cost  of 

(S  21556)  military  aid  surplus  equipment.  .  .  Beall 's  was  rejected 

June  26,  1974  Senate  passed  S.  1443  50-42  (ROK  -  $119  million) 

House  Foreign  Affairs  Committee  Hearings  on  H.  R,  9360  -  Mutual  Development 
and  Cooperation  Act  of  1973 

May  15-31,  1973 

June  5-13,  1973 

p.  13  Rush:  Military  Assistance  proposal  for  FY  74  will:  "Provide  ROK 

with  the  means  to  defend  itself  and  to  negotiate  with  North  Korea  from 

a  position  of  strength." 

Hamilton:  What  changes  in  AID  programs  ought  to  occur  if  there  is  retro- 
gression in  a  country  such  as  Korea? 

Rush:  Don't  use  AID  programs  to  change  or  influence  governments.  We  should 
determine  security  interests  and  proceed  from  ther 

Hamilton:  But  aren't  our  security  interests  helped  if  there  are  democratic 
institutions  in  other  countries  in  the  world  -  we  should  encourage 
the  development  of  democratic  institutions. 

p.  113  Moorer:  -  stresses  strategic  importance  of  ROK 

-  gives  need  for  5-year  modernization  program  for  ROK 

-  states  that  reduced  funds  hurt  the  plan  -  plan  still 
important  and  argues  for  increased  funds 
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p.  121 

Frelinghuysen:  of  total  $216  million  being  asked  for  ROK  what  %  is  for 

modernization  programs? 
p.  122  Moorer:  "failure  to  provide  resources  requested  for  ROK  would 

further  delay  modernization  program 

-  such  as  fighter  and  training  aircraft  etc, 

-  dependence  upon  US  military  presense  would  continue 

-  security  deletion 

Taer:  p.  157  -  the  $261  million  for  ROK  will  help  complete  modernization 

program  and  help  early  attainment  of  Korean  self-sufficiency 

House  Rept.  93-388 

July  20,  1973  p.  39  grant  military  assistance  for  ROK  total  -  $261,289 

million 
p.  66  foreign  military  credit  sales  $25  million 

p.  101  Views  of  Broomfield  and  Vander  Jagt 

"The  reduction  of  $102  million  will  cut  sharply  into  the  modernization 
program  ...  of  ROK.  The  Korean  program  has  been  reduced  by  40%  each 
FY  72  and  FY  73  .  .  .  this  cut  will  slow  the  pace  of  our  military  with- 
drawal from  ROK. 

Foreign  Assistance  Act  of  1974  P.L.  93-559 

The  Senate  Foreign  Relations  Committee  bill  as  reported  to  the  Senate 

on  Sept,  3,  1974  (S.  Rept.  93-1134)  contained  the  following  in  regard  to 

South  Korea: 


314 


It  provided  for  the  gradual  phaseout ,  over  a  three  year  period  of 
military  assistance  to  South  Korea;  it  set  a  total  of  grant  assistance 
and  excess  defense  articles  not  to  exceed  $91.5  million  in  FY  75,  $61 
million  in  FY  76,  and  $30,5  million  in  FY  77.  It  also  set  an  aggregate 
total  of  credits  to  be  extended  and  loans  to  be  guaranteed  under  the 
Foreign  Military  Sales  Act  of  not  to  exceed  $42,5  million  in  FY  75; 
$28.3  million  for  FY  76;  and  $14.15  million  during  FY  77.  It  provided 
that  no  grant  military  assistance  and  no  credits  under  the  Foreign  Military 
Sales  Act  were  to  be  extended  to  South  Korea  after  October  1,  1977, 
The  final  conference  bill  which  was  passed  by  the  House  on  December  18, 
1974,  and  by  the  Senate  on  December  17,  1974,  and  which  became  P.L. 
93-559,  contained  the  following  concerning  South  Korea: 

It  limited  the  aggregate  amount  of  military  assistance,  excess 
defense  articles  and  military  sales  credits  and  guaranties  to  South 
Korea  to  $145  million  in  FY  75  until  the  President  submitted  a  report 
to  Congress  that  the  Government  of  South  Korea  was  making  substantial 
progress  in  the  observance  of  human  rights.  In  that  case  the  amount 
of  such  aid  could  be  increased  to  $165  million.  This  provision  reflected 
the  position  of  the  House. 

There  follows  highlights  of  the  House  and  Senate  Hearings  and  Floor 

Debates  concerning  Military  Assistance  to  ROK  for  FY  75. 

FY  1975   FAA   HFAC  Hearings 
S  3394         P.L.  93-559 
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June  4,5,11,12,13,18,19,20,  and  26,  1974 
Admin.  Witness 

In  Korea,  we  are  striving  to  assume  that  this  staunch  and  loyal  ally, 
which  determinedly  has  resisted  continued  aggression  both  at  home  and  side 
by  side  w/US  forces  in  Vietnam,  is  sufficiently  strong  to  deter  N  Korean 
aggression  and  provide  stability  in  the  peninsula. 

In  1971,  US  Congress  expressly  authorized  a  force  modernization 
program  for  Korea.   Funding  has  not  met  this  effort. 
Vice  Admiral  R.  Peet: 

US  security  objectives  in  the  ROK  are  to  assure  that  ROK  armed 
forces  are  sufficiently  strong  to  deter  N.  Korean  adventurism  and  provide 
stability  on  the  Korean  peninsula. 
Mr.  Fraser 

Amb.  Reischaur  recently  suggested  that  the  administration  put  some 
distance  between  itself  and  what  he  described  as  a  totalitarian  regime  in 
S.  Korea.   But,  the  administration  is  proposing  increased  military 
assistance. 

So  far  you  have  done  nothing  to  implement  sec.  of  FAA  which  requires 
Pres.  to  cut  off  aid  to  countries  imprisoning  people  for  political  reasons? 
D.  of  State  George  Vest: 

Not  absolutely,  Korea  is  a  situation  in  which  a  balance  of  interests 
is  involved. 
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Fraser: 

The  Congressional  statement  is  absolute  there  should  be  no  aid  -  not 
balanced  interests. 
Vest: 

We  have  begun  the  process  to  try  to  establish  how  best  to  carry  out 
the  intent  of  the  act. 
Peet : 

The  modernization  plan  in  Korea  is  a  plan,  not  a  commitment.  The 
30Z  increase  in  aid  to  Korea  is  merely  an  attempt  to  get  further  along 
w/the  modernization  plan  so  we  can  phase  out  entirely  there. 

Adm.  Noel  Gayler  - 

Modernization  of  ROK  forces  has  been  a  major  consideration  in 
preserving  the  armistice,  providing  the  stability  necessary  for  continued 
growth  and  the  wherewithal  to  deal  from  a  position  of  strength  w/N.  Korea 
in  the  changing  international  climate  in  Asia. 
FAA  Hearings  by  SFRC  on  S  3394 

June  7,21,26  and  July  24,  1974 
Kissinger  - 

Aid  to  Korea  -  geared  to  2  things. 

1.  threat  from  North  K.  which  recently  modernized  its  forces 

2.  Reduction  of  US  troops  there  several  years  ago  and  as  part  of 
that  we  began  modernization  of  S.  Korean  forces. 
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Kissinger  letter  - 

I  want  to  emphasize  that  Am,  assistance  and  forces  in  Korea  are  not 
intended  to  support  a  particular  govt,,  but  to  enhance  our  own  security,  - 
and  to  help  create  stability  on  the  peninsula, 
Nooten  - 

We  continue  to  think  it  is  in  the  U,S,  interest  to  maintain  a  stable 
situation  in  Korea, 
Fulbright  - 

In  don't  like  the  word  stable.   What  is  there  so  useful  to  us  about 
stability  aside  from  the  fact  it  is  stable  w/our  client  in  control? 
Nooten  - 

The  "stable"  I  am  referring  to  is  the  reduction  in  fighting,  the 
ability  of  the  people  of  these  countries  to  lead  a  normal  life, 
Schlesinger  - 

Our  prompt  assistance  and  continuing  support  to  Korea  permitted  that 
country  to  maintain  its  independence.   The  proposed  assistance  is  meant  to 
help  strengthen  and  make  more  certain  a  satisfactory  military  balance  there. 
This  balance  is  essential  for  deterrence,  for  defense,  and  as  an  underpinning 
for  negotiations  between  North  and  South  Korea. 
Senate  floor  Debate 

December  3,4,19,  1974 
Sen,  Fong  - 

SFRC  phaseout  of  mil,  grant  aid  and  credit  sales  would  increase  the 
danger  of  war  against  the  R  of  K. 
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This  would  signal  to  the  N.  Koreans  that  the  U.S.  is  abandoning  Korea. 

To  deny  Korea  the  opportunity  to  modernize  its  armed  forces  is  to 
renege  on  the  assurences  our  government  gave  the  people  of  S.  Korea  when 
we  withdrew  troops. 
Sen.  McGee  - 

It  is  important  that  the  Republic  of  Korea  maintain  its  strong  defense 
capability  in  order  to  contribute  to  the  movement  toward  detente  in  E.  Asia. 

(Also  to  maintain  stability  on  peninsula  and  to  achieve  self  reliant 
defense  capability.) 
House  floor  debate 

December  10,11,  1974 
Wolff  - 

(concerning  phase  out  of  aid  to  Korea) 

I  find  it  very  difficult  to  understand  singling  out  one  or  two  nations 
in  the  world  on  repression  and  pol.  incarceration  w/out  addressing  ourselves 
to  all  nations. 

It  would  be  tragic  if  this  nation  turned  its  back  on  this  faithful  ally, 
Fraser  - 

We  must  assure  that  our  defense  aid  is  in  behalf  of  the  kind  of  govern- 
ment that  respects  the  rights  of  its  people.   We've  got  to  find  a  way  to 
encourage  that  government  to  act  so  we  in  Congress  can  be  encouraged  to  help 
them. 


319 


De  la  Ganza  - 

There  is  no  logic  in  asserting  human  rights  for  individuals  at  the 
expense  of  the  internal  security  of  allies  by  cutting  their  military  assistance, 

Anything  we  do  to  curtail  military  assistance  will  be  sacrificing  all 
of  the  people  of  that  free  nation. 

Passing  this  amendment  helps  N.  Korea, 
Buchanan  - 

This  amendment  (to  cut  aid)  is  an  expression  of  friendship  for  the 
Korean  people  -  this  incentive  to  the  govt,  to  honor  human  rights, 
Dec,  11,  1974 
H,  39175    Merik:  supports  Fraser  amendment  to  cut  and  limit  aid  to  ROK 

because  "action  speaks  louder  than  words" 

Also,  strong  misgivings  about  military  assistance  in  any  case.  Also, 

cut  in  aid  to  ROK  signals  our  concern, 
Gude:    Fraser  amendment  brings  to  the  fore  the  purpose  of  our  assistance 
H  39175   efforts  -  our  humanitarian  concern  -  our  commitment  to  human  rights 
and  freedoms. 
-  "our  assistance  to  ROK  has  helped  produce  a  garrison  state,  ,  ,  , 
Fraser  amendment  properly  restricts  aid  -  but  does  not  cut  if  off. 
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Foreign  Assistance  Appropriations,  FY  1976 

1 1 10115  Sen.  Appropriations  Committee  (SAC)  hearings  —  General  Fish, 

Director,  DSAA  (p.  1223)  points  out  ROK  moving  from  relying 
on  grant  aid  to  cash  and  credits  under  FMS.   ROK  "among  priority 
recipients  of  Sec.  Asst."  ROK  made  good  use  of  past  asst. 

11/14/75   House  Appropriations  Committee  (HAC)  hearings,  pt ,  4  -  Passman 
(p.  37)  calls  ROK  a  "success  story"  in  terms  of  being  a  good 
ally;  feels  that  without  U.S.  aid  they  would  be  forced  to  over- 
use their  own  resources  for  military  purposes  and  could  collapse. 
Sees  need  for  "strict  discipline  in  ROK  due  to  Communist  threat. 
Says  that  as  long  as  ROK  stays  out  of  U.S.  domestic  affairs,  (i.e. 
Kent  State  and  Wounded  Knee)  we  should  stay  out  of  theirs). 

Passman  (p.  73)  states"  It  is  perfectly  obvious  that  you  either 
have  strict  discipline  in  S.  Korea  or  it  goes  down  the  drain." 

11/18/75   HAC  hearings  (p.  125)  Passman  expresses  hope  that  HAC  will  streng- 
then our  support  for  Korea,  rather  than  diminish  it, 

12/2/75    HAC  hearings  (p.  228)  Koch  points  out  Amb.  Reischaur  statement 

that  he  couldn't  understand  why  U.S.  sent  so  much  aid  to  ROK  and 
why  we  weren't  phasing  out  troops;  also  mentioned  repression.   Fish 
responds  by  saying  that  he  doesn't  feel  it  can  be  argued  one  way 
or  the  other  whether  aid  has  an  effect  on  human  rights. 

Passman  (p.  241)  says  U.S.  is  behind  in  its  commitments  to  ROK 
$360  million  behind. 

Fish  (p.  246)  states  that  due  to  being  $360  million  short  on  aid 
commitment,  ROK  modernization  will  extend  to  at  least  FY  1977, 

Passman  (p.  247)  points  out  that  ROK  spent  $218.8  million  cash 
last  year  and  refused  to  buy  from  any  nation  but  U.S.  —  calls 
it  a  "marvelous  record," 

Fish  (p.  328)  remarks  that  no  matter  what  opponents  of  the  Park 
regime  feel  about  human  rights,  they  view  the  security  relationship 
between  U.S.  and  ROK  as  essential, 

3/1/76     HAC  reports  H.R.  12203,  F.A.  App.  FY  1976,  H.  Rept.  94-857  ~ 
committee  (p.  40)  emphasized  large  investment  U.S.  has  made 
in  ROK  human  in  the  past  25  years.   Committee  is  aware  of  opposi- 
tion to  ROK  due  to  human  rights  but  feels  "unique  security  situation" 
facing  ROK  might  make  even  tighter  internal  controls  necessary  — 
due  to  an  active,  hostile  neighbor  in  N,  Korea, 
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Obey  (p.  65)  in  dissenting  views  is  "offended  by  report  language 
which  seeks  to  justify  the  repressive  policies  of  the  S.  Korean 
govt,"   Says  (p.  67)  he  is  aware  of  political  and  strategic 
military  reasons  for  close  relations  —  but  we  should  not  try 
to  justify  human  rights  violations  "as  if  they  were  good," 

3/18/76    SAC  reports  H.R.  12203,  S,  Kept.  94-704  —  (p,  126)  Committee 

denies  increase  in  IMET  grant  for  ROK  over  FY  1975  level — based 
on  economic  studies, 

3/4/76     House  floor  debate  (p,  H,  1621)  Obey  points  out  to  members  language 
in  committee  report  re:   Korea  and  human  rights  Moffett  associates 
himself  with  Obey's  concern  for  human  rights  in  ROK, 

5/26/76    President  requested  $10  million  in  supplemental  appropriation  for 
MAP  for  ROK  during  TQ  —  cites  reason  as  Congressional  action 
on  FY  1976  request  which  cut  aid, 

5/26/76    HAC  holds  hearings  on  supplemental  request  —  William  Clements, 
(p,  138)  Dep,  Sec,  of  Defense,  points  to  cuts  in  FY  1975  MAP 
aid  for  ROK  and  pending  proposed  cuts  in  FY  76  program  as  need  for 
supplemental.   Emphasizes  ROK  as  stability  of  E,  Asia  and  impor- 
tance to  Japan;  says  (p,  142)  U,S,  has  not  met  commitment  for 
modernization  program 

Passman  (p,  143)  points  out  that  over  25  years,  U.S.  has  extended 
$2,598  billion  in  credit  to  ROK  and  that  there  has  never  been  a 
default, 

Clements  (p,  146)  discusses  step-up  in  N,  Korea  aggressive  behavior 
recently  —  tunneling,  disputes  on  islands,  artillery  buildup  etc. 

Fish  inserts  (p,  154)  statement  indicating  ROK  weak  vs.  N,  Korean 
Navy  —  need  fast  patrol  boats  which  they  may  not  get  if  supp, 
app,  is  turned  down, 

Koch  (p,  155)  doesn't  see  any  new  evidence  of  impending  threat  to 
ROK  and  won't  vote  for  more  money  unless  there  is  good  cause. 

Passman  (p,  159)  says  he  doesn't  like  some  of  the  policies  of 
Park  but  sees  his  regime  as  a  new  government  that  "came  out  from 
under  a  dictatorship.   You  can't  transform  a  country  like  that 
overnight  and  ask  them  to  accept  our  democracy," 
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Passman  (p.  160)  points  out  that  in  past  5  years  U.S.  has  saved 
$2  billion  by  withdrawing  some  12,000  troops  from  ROK  —  only 
spent  $1.5  billion  on  ROK  force  modernization. 

Obey  (p.  171)  doesn't  see  any  new  threat  to  ROK,  and  thus,  they 
don't  need  more  money. 

Passman  (p.  172)  feels  present  40,000  troops  in  ROK  will  be  put 
in  jeopardy  if  "we  don't  maintain  reasonable  levels  of  security" 
—  doesn't  see  $10  million  supp.  as  life  and  death  for  ROK  since 
$5  million  can  be  picked  up  elsewhere. 


Foreign  Assistance  Appropriations,  FY  1977 


4/7/76     House  Appropriations  Committee  (HAC)  held  hearings  (pt.  1)  on 
FY  1977  Foreign  Asst.  request. 

Fish  presents  same  statement  (p.  721)  and  arguments  for  aid 
to  ROK  as  he  did  before  HIRC. 

5/6/76     Senate  Appropriations  Committee  (SAC)  held  hearings  on  FY  1977 
Foreign  Asst.  request. 

Walter  Ligon,  Dep.  Director,  DSAA  inserts  similar  statement 
as  Fish'  re:   military  aid  for  ROK  (p.  531). 

6/8/76     HAC  reports  H.R.  14260,  FA  App.  FY  1977,  (H.  Rept.  94-1228). 

Committee  emphasizes  (p.  31)  large  investment  U.S.  has  made  in 
ROK  —  is  same  statement  contained  in  HAC  report  for  FY  1976 
appropriations  (see  3/1/76).   Report  also  points  out  new  tun- 
nels built  by  N.  Korea  increasing  the  constant  threat  of 
hostilities.   Feels  that  if  ROK  is  to  survive,  "strict  discipline 
must  be  maintained;"  ROK  is  also  very  important  to  security  of 
E.  Asia. 

Obey  (p.  67)  in  dissenting  views  inserts  similar  objections  con- 
cerning committee  effort  to  justify  human  rights  violations  as 
he  did  in  committee  report  on  FY  1976  appropriations  (see  3/1/76) 
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International  Security  Assistance  and  Arms  Export  Control  Act  of  1976 
(Security  Asst.  authorization  for  Rep,  of  Korea  FY  1976,  FY7T,  FY  1977) 


10/30/75  -  President  submitted  request  for  security  assistance  for  FY76  and 
FY7T  VThich  included  for  ROK  $126.0  million  FMS  credits  ($1.5 
for  TQ),  $74.0  million  MAP  ($1.4  for  TW),  $2.7  million  (grant) 
Foreign  Military  Training  Program  (FMTP)  (.5  for  TQ)  and  $25.0 
million  (grant)  excess  defense  articles  (0  for  TQ).  Administration 
cited  need  for  a  "modernized,  balanced  armed  forces  for  Korea" 
to  stop  the  North  Korean  threat  and  to  "contribute  to  regional 
stability  in  Northeast  Asia."  Due  to  reduced  appropriations 
and  competing  demands,  the  5-year  modernization  program  has 
had  to  be  stretched  out. 

11/21/75  -  Senate  Foreign  Relations  Comm.  (SFRC)  hearings  (p.  404),  Humphrey 
expresses  support  for  continuing  MAP  to  Korea  despite  Congres- 
sional expression  previous  year  to  terminate  MAP;  favors  speci- 
fically identifying  Korea  as  recipient.   Sees  U.S.  obligation 
for  the  modernization  of  armed  forces. 

12/4/75  -  SFRC  hearings  (p.  456)  Rev.  J.  Bryan  Hehir,  Associate 

Secretary,  Office  of  Int.  Justice  and  Peace,  U.S.  Catholic 
Conference  objects  to  human  rights  (h.r.)  practices  in  Korea 
and  continued  U.S.  economic  and  military  aid;  favors  threaten- 
ing Korea  with  gradual  reduction  of  support  if  Park  continues 
to  disregard  h.r.;  rejects  policy  of  complete  withdrawal  in 
response  to  h.r.  issue  (complete  statement  p.  865). 

11/6/75  -  HIRC  hearings  (p.  13)  Kissinger  states  he  strongly  supports 
Korea  aid  program  not  only  because  of  historical  ties  but 
also  as  it  impacts  on  Japanese  security. 

11/12/75  -  HIRC  hearings  (p.  227)  Lt.  Gen.  Howard  Fish,  Director,  DSAA 
emphasizes  that  Korea  has  made  impressive  progress  toward 
self-reliance  in  defense. 

HIRC  hearings  (p.  239)  Fish  defends  request  for  250  people 
involved  in  MAAG  in  Korea — need  challenged  by  Cong.  Hamilton 
who  predicted  a  "sharp  reduction  or  phaseout  of  that  kind  of 
personnel  in  a  country  like  Korea."  Objected  to  having  250 
persons  supporting  military  sales  program  in  addition  to  42,000 
troops  who  "don't  have  much  to  do  most  of  the  time." 

HIRC  hearings  (p.  249)  Fish  describes  grant  assistance  to  Korea 
as  largely  consisting  of  spare  parts  for  aircraft  and  ships. 
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11/19/75  -  HIRC  hearings  (p.  370)  Douglas  J.  Smith,  Special  Asst.  to 

the  Director,  DSAA,  supports  stockpiling  of  defense  articles  in 
Korea,  Israel  and  other  countries. 

12/17/75  -  HIRC  hearings  (p.  605)  Solarz  and  Fraser  offer  amendment  which 

provides  for  "an  orderly  phased  withdrawal  of  all  American  troops 
from  South  Korea  contingent,  in  effect,  upon  the  substantial 
completion  of  the  current  modernization  program;  Solarz  sees 
no  reason  why  the  South  Koreans  cannot  defend  themselves  yet 
he  does  not  favor  a  precipitous  withdrawal;  feels  Committee 
should  adopt  this  amendment  so  that  an  amendment  calling  for 
immediate  withdrawal  is  not  offered  or  carried  on  the  House 
floor;  Derwinski  calls  amendment  "misguided" — does  not  favor 
withdrawal  as  long  as  Kim  Il-sung  is  in  power  in  N.  Korea. 
Riegle  favors  amendment. 

12/18/75  -  HIRC  hearings  (p.  624)  Hays  speaks  out  against  withdrawal  of 
U.S.  troops;  says  war  would  erupt  in  6  months  and  we  would 
probably  lose  Japan  as  well;  condemns  Kim  Il-sung, 

Fraser  (p.  647)  states  he  supports  U.S.  forces  in  Europe  and 
in  and  around  Japan  but  due  to  the  internal  situation  in 
Korea,  he  has  problems  supporting  troops  there;  says  we  have 
to  look  at  our  own  interests  first  but  is  upset  about  h.r, 
violations  in  Korea, 

1/28/76  -   HIRC  hearings  (p.  651)  consideration  of  the  Fraser-Solarz 
(F-S)  amendment  resumed;  Fraser  points  out  the  amendment 
deliberately  offers  the  Pres.  max,  flexibility  in  a  phased 
reduction;  Broomfield  cites  bad  timing  for  talk  of  reduction 
as  reason  opposing  amendment — thinks  issue  should  be  discussed 
after  the  modernization  has  been  completed  so  as  not  to  give 
a  false  signal  to  the  N.  Koreans — compares  it  to  Congressional 
action  regarding  Angola. 

Findley  offers  substitute  amendment  (p.  653)  which  is  similar 
to  Fraser-Solarz  section  but  does  not  commit  the  U,S,  to  total 
withdrawal,  rather  requires  Pres.  to  start  drawing  a  plan  which 
would  coincide  with  Korean  plan  for  self-sufficiency — would 
eliminate  any  misunderstanding  of  U.S.  policy  by  N,  Koreans. 

Solarz  objects  to  Findley  substitute  (p.  656)  since  it  only  calls 
for  a  study  on  the  prospects  for  a  reduction,  rather  than  a 
phased  and  ultimate  withdrawal;  Solarz  recognizes  committment  to 
Korea-  and  sees  U.S.  presence  as  a  stabilizing  feature  until  Korea 
modernizes — then  Korea  can  be  the  stabilizing  factor. 
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Hays  (p,  658)  points  out  that  no  matter  what  the  intention 
of  the  F-S  amendment,  it  looks  like  an  abandonment  of  Korea; 
feels  that  if  the  F-S  plan  will  not  go  into  effect  until  1978, 
why  not  wait  until  then  to  adopt  it? 

Ryan  supports  F-S  amendment  (P.  660)  by  saying  it  puts  U.S. 
on  record  of  planning  on  withdrawing — if  we  continued  to 
express  full  troop  commitment  and  then  backed  off  during  a 
N,  Korean  attack,  we  would  lose  credibility  throughout  the 
world — doesn't  think  it  is  that  necessary  for  U.S.  to  have 
troops  in  Korea  todajr — psychologically,  there  is  a  need;  but 
practical,  no;  U.S.  can  "nudge"  the  Koreans  and  Japanese  with 
the  F-S  language  to  keep  moving  toward  self-sufficiency. 

Fascell  (p,  662)  doesn't  want  U.S.  troops  in  Korea  if  hosti- 
lities break  out;  favors  a  fixed  date  for  withdrawal. 

Fountain  (p.  662)  calls  the  F-S  amendment  a  "grave  mistake" — 
doesn't  want  Congress  to  give  impression  it  is  chief  foreign 
policy  maker;  sees  advance  notice  that  we  will  withdraw  as 
having  an  unfavorable  impact  world-wide,  particularly  for  our 
allies. 

Guyer  (p.  664)  F-S  amendment  is  ill-timed  and  an  invitation 
to  N,  Koreans. 

Hamilton  (p.  665)  opposes  F-S  amendment  due  to  timing — it 
will  encourage  N.  Korean  "adventurism"  and  it  reduces  our 
bargaining  power  with  regards  to  N.-S.  Korea  peace  talks, 

Riegle  (p.  667)  wants,  U.S.  troops  out  of  Korea  since  they 
provide  N.  Korea  a  "trip  wire"  to  engage  U.S.  in  a  conflict 
to  which  we  don't  know  how  to  react. 

Fraser  offers  (p.  663)  amendment  to  Findley  sub.  amendment — 
basically  same  but  calls  for  report  on  plan  for  withdrawal 
within  90  days  (vs.  6  months)  and  asks  President  to  look  at 
problem  of  modernization  of  Korea;  also  takes  out  statement 
prohibiting  military  aid  after  6  months  if  President  has  not 
made  report. 

Derwinski  (p.  670)  amends  Fraser  amendment  with  a  statement 
directed  at  N.  Korea. 

William  Gleysteen,  Jr.  Deputy  Asst.  Sec.  for  East  Asia  (p.  670) 
finds  Fraser  amendment  to  Findley  sub  ok  except  for  language 
re:  nuclear  free  zone  in  and  around  Korea — State  wants  to  deal 
with  that  issue  in  a  different  broader  context  of  all  of  E.  Asia. 


35-283  0  .  78  .  22 
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l/'illd   -        HIRC  hearings  (P.  674)  Findley  deletes  last  two  sentences  of 
the  Fraser  amendment  to  Findley  sub  regarding  nuclear  free 
zone  and  statement  on  No.  Korea.   Corrected  Fraser  language 
by  calling  for  first  report  in  90  days  and  annually  for  the 
next  5  years.   Corrected  Fraser  amendment  to  the  Findley 
substitute  to  the  F-S  amendment  passed  (p,  675) 


1/30/76  - 


SFRC  reports  S.  2662,  ISA  and  AEC  Act 
Contains  $54.0  mil  MAP  for  Korea. 


1976,  S.  Report  94-605, 


2/24/76  -   HIRC  reported  HR  11963,  H.  Rept .  94-848;  contains  $65.  0  mil. 
in  MAP  for  Korea  and  $80.0  mil.  in  FMS  credits. 

Committee  includes  reporting  requirraent  (p,  41)  which  would 
(1)  review  Korean  progress  re:  modernization  (2)  report  on 
U,S,  role  in  mutual  security  efforts  in  Korea  (3)  reports 
on  prospects  for  a  phased  reduction  of  U.S.  troops  in  coordi- 
nation with  Korea's  timetable  of  self-sufficiency — report  due 
in  90  days  and  annually  for  five  years;  Committee  intends 
report  to  (1)  evaluate  N.  and  S.  Korea  military  forces  (2) 
evaluate  deployment  of  U.S.  troops  in  relation  to  their  mission 
in  Korea  (3)  examine  possibility  of  a  nuclear  free  zone;  gives 
President  flexibility  to  amend  report  if  N.  Korea  takes  hostile 
action. 

In  supplemental  view  (p,  108)  Derwinski  feels  "We  cannot  pre- 
maturely withdraw  our  forces  from  Korea,   We  must  maintain 
readiness  and  visibility  in  the  Far  East." 

2/5/76  -    Senate  debate  on  S.  2662.  (p.  S1431)  Cranston-Mansfield  amendment 
was  offered-same  as  section  in  House  bill  but  includes  study 
on  prospects  for  a  nuclear  free  zone  in  the  general  area  of  the 
Korean  Peninsula — Cranston  would  like  to  have  included  a  fixed 
timetable  for  reduction  with  withdrawal  but  felt  it  might  be  a 
signal  that  "we  were  abandoning  S.  Korea." 

2/17/76  -   Senate  debate  (S.  1752)  Nunn  offers  clarifying  amendment  to 
allow  existing  stockpiles  to  remain  where  they  are  and  have 
requirement  that  they  be  maintained  only  in  U.S.  bases  apply 
to  future  stockpiles;  feels  security  of  country  such  as  Korea 
would  be  threatened  since  Korea  does  not  maintain  stockpiles 
itself — agreed  to. 


Cranston  (P,  S1739)  withdraws  his  Korean  amendment — will 
include  it  in  FY  1977  security  asst,  auth,  bill--got  promise 
from  Humphrey  to  hold  hearings  soon  on  subject. 
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ZlZllii   -        During  House  debate  on  HR  11963,  ISA  and  AEC  Act,  1976 

(p.  H1522)  Winn  sees  major  strength  of  the  bill=  continued 
security  asst,  to  the  Far  East,  with  aid  to  Korea  being 
most  significant;  "Korea  is  a  keystone  to  stability  in  the 
Far  East  and  is  a  nation  which  merits  U.S.  support."   Said 
termination  of  U.S.  aid  would  not  help  human  rights  in 
Korea — would  only  encourage  N.  Korea  to  act. 

4/6/76  -   Conf.  Committee  reported  S.  2662  (H.  Rept .  94-1013) — contained 
$55  million  in  MAP  for  Korea.   Conference  Committee  also 
adopted  House  language  re:  report  on  modernization  of  Korean 
armed  forces  and  reduction  of  U.S.  troops. 

5/7/76  -   President  vetoes  S.  2662. 

3/8/76  -   President  submits  security  asst.  request  for  FY  1977  including 

the  following  for  Korea:   $275  million  FMS  credits;  $8.3  million 
MAP;  $2.7  million  IMBT. 

3/26/76  -   SFRC  hearings  on  FY  1977  auth. — Sec.  Kissinger  (p.  8)  states 
Korea  continues  to  be  the  focus  of  U.S.  asst.  in  East  Asia; 
says  $  request  will  "enable  us  to  reach  our  modernization  plan 
objectives  in  FY  1977."   Calls  Korean  economic  development 
"impressive"  and  will  enable  U.S.  to  terminate  grant  asst. 
after  FY  77;  U.S.  will  continue  to  honor  FMS  credits  due  to 
security  needs. 

4/5/76  -   SFRC  hearings  (p.  44)  Fish  sees  U.S.  asst.  to  Korea  as  detering 
a  N.  Korean  attack  and  "contributes  to  the  large  strategy 
involving  Japan  whose  stability  is  linked  to  the  stability  on 
the  Korean  Peninsula."   "Korea  now  joins  our  European  allies 
who  have  successfully  made  the  shift  from  grant  material  to 
greater  self-reliance  through  the  use  of  FMS  cash  and  credit 
purchases." 

4/8/76  -    SFRC  hearings  (p.  85)  entire  testimony  focused  on  aid  to  Korea. 

Cong.  Eraser  testifies  (p.  86)-"It  is  my  belief  that  how  a 
government  treats  its  own  people  should  be  a  principle  factor 
in  determining  the  nature  of  the  relationship  which  the  U.S. 
maintains  with  that  government" — sees  little  effect  of  h.r. 
situation  in  Korea  on  President  request — "sees  presence  of  U.S. 
troops  in  Korea  as  unnecessary  from  a  strictly  military  stand- 
point; they  should  not  be  caught  there  if  war  breaks  out;  calls 
for  gradual  withdrawal  over  next  several  years;  troop  withdrawal 
might  give  more  leverage  in  dealing  with  Park  on  h.r.   Eraser 
favors:   (p.  39)  1)  gradual  withdrawal  2)   eliminate  all  grant 
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assistance  for  FY  1977  and  reduce  FMS  credits  to  level  of  all 
forms  of  security  assistance  for  FY  76  3)  in  future,  further 
reduction  or  elimination  of  FMS  credits  unless  h.r.  situation 
improves  4)  more  forceful  statements  by  President  on  adverse 
consequences  continued  h.r.  violations  will  have  on  security 
assistance  and  bilateral  aid. 

Sen,  Case  (p.  99)  not  sure  if  U.S.  can  really  do  anything 
about  h.r.  except  disengage. 

Philip  Habib,  Asst.  Sec.  of  State  for  E.  Asian  and  Pacific 
Affairs  (p.  101)  sees  U.S.  defense  commitment  in  Korea  as 
maintaining  a  military  balance  and  keeping  the  peace — if  FY 
1977  request  is  approved,  the  modernization  objectives  can 
be  met;  says  size  of  U.S.  forces  in  Korea  is  a  function  of 
N.  Korean  threat,  ability  of  S.  Korea  to  meet  it  and  prevailing 
international  situation.   Admin,  recognizes  h.r.  problem  and 
has  clearly  stated  objections — but  "our  basic  security  rela- 
tionship with  the  ROK  is  not  an  issue  between  President  Park 
and  his  domestic  critics." 

Morton  I,  Abramowitz,  Dept.  Asst.  Sec.  of  Defense,  E.  Asia 
and  Pac.  Affairs — (P.  104)  discusses  strength  of  N.  Korea 
forces  calling  it"one  of  the  most  militarized  states  in  the 
world"   Calls  S.  Korean  forces  as  "formidable."   ROK  has 
recently  developed  its  own  force  improvement  plan  (FIP) 
for  1975-80 — designed  to  supplement  modernization  plan. 
Says  U.S.  troops  perform  following  functions  (1)  deter  N. 
Korea  (2)  compensate  ROK  deficiencies  (3)  discourage  outside 
support  for  N.  Korea  attack  (4)  reassure  Japan  and  others 
that  we  will  support  our  mutual  defense  treaties. 

Case  (p.  110)  stated  that  even  if  it  is  in  our  strategic 
interest  in  the  short  run,  there  comes  a  time  when  the 
American  people  will  stop  supporting  "a  regime  which  is 
revolting  to  them." 

Cranston  (p.  121)  express  concern  over  h.r.  in  ROK  but  does  not 
advocate  sudden  withdrawal  now;  also  concerned  about  presence 
of  U.S.  troops  if  hostilities  break  out — proposes  an  amend- 
ment to  the  FA  Act  which  would  prohibit  funds  to  support 
U.S.  troops  in  ROK  after  1/1/81  which  would  allow  the  ROK  to 
complete  its  FIP;  amendment  also  includes  reporting  require- 
ments for  Congress  to  be  informed  on  the  plan  for  implementing 
the  reduction  and  withdrawal  and  for  helping  ROK  with  its  FIP. 
Security  asst,  to  ROK  would  be  terminated  if  this  plan  is  not 
prepared  and  transmitted. 
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3l22ll(i  -     HIRC  hearings  on  FY  1977  security  asst.  auth.  request, 

Carlyle  Maw,  Under  Sec.  for  State  for  Sec.  Asst,  (p.  51) 
says  State  very  unhappy  about  h.r.  situation  in  ROK  but 
that  we  have  a  "major  interest"  in  keeping  N,  Korea  from 
crossing  the  38th  parallel.   Calls  it  "unfortunate  that  we 
have  a  h.r,  problem."   Not  sure  where  to  draw  the  line, 

Fraser  (p.  16)  says  "Mr,  Park  has  gone  past  my  point  of 
tolerance  and  I  won't  vote  for  any  more  money  for  Korea  so 
long  as  he  continues  to  imprison  the  democratic  opposition," 

Hamilton  (p.  19)  finds  argument  that  U,S.  has  cut  back  on 
MAP  in  response  to  H,R.  as  "misleading" — Maw  fails  to  point 
out  that  FMS  credits  authorizations  more  than  doubled  between 
FY  76  and  FY  77,   Sees  little  linkage  between  h,r,  and  level 
of  military  assistance  with  such  a  increase. 


3/29/76  -  HIRC  hearings  -  Kissinger  (p. 
gave  to  SFRC  3/26/76. 


71)  presents  same  statement 


5/14/76  -  SFRC  reports  S,  3439,  ISA  and  AEC  Act  of  1976-1977  (auth. 
for  1976,  FYTQ  and  FY  1977)  S,  Report,  94-876,   Contains 
$55  million  (FY  76)  and  88,3  million  (FY  1977)  in  MAP  for  ROK, 

Includes  report  on  Korea  identical  to  language  contained  in 
HIRC  report  on  HR  11963  (see  2/24/76) 

5/14/76  -   HIRC  reports  HR  13680,  ISA  and  AEC  Act,  1976  (auth,  for 

FY  1976,  FYTQ  and  FY  1977)  H,Rept,  94-1144,   Includes  $55 
million  (FY  1976)  and  $8.3  million  (FY  1977)  in  MAP  for  ROK. 

Includes  same  report  on  ROK  which  HIRC  added  in  report  in 
HR  11963  (2/24/76) 

Also  includes  (p.  49)  a  $290  million  ceiling  on  all  forms 
of  Sec,  Asst,  to  ROK  FY  1976-1977  —  also  imposes  $175  million 
ceiling  on  PL  480  title  I,  These  ceilings  are  equal  to  1975 
levels  of  aid.   Imposed  ceilings  because  of  h,r,  violations 
(Fraser  amendment) 


Derwinski  in  supplemental  views  (p.  111)  calls  ceilings 
amendment  "totally  at  odds  with  reality,"   Sees  U,S. 
objective  to  help  ROK  forces  become  self-sufficient  and 
amendment  will  stand  in  way  of  this.   Rejects  h.r.  argu- 
ment saying  ROK  "  is  on  the  firing  line."  Says  we  are 
sending  a  message  not  to  Park,  but  to  Kim  II  Sung. 
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Findley  (p.  113)  also  does  not  see  how  aid  cutback  can  help 

h.r,  situation.   Points  out  that  even  Park's  opponents  in 

ROK  do  not  want  a  security  asst.  cutback.   Cuts  will  only  weaken 

ROK. 

5/19/76  -  House  floor  Broomfield  (H.  4611)  objects  to  ROK  aid  cut.   Says 

security  asst.  should  not  be  used  to  "wrench  political  concesson' 
from  friends.   Points  out  that  some  get  blinded  by  our  own 
special  causes.   Sees  contradiction  in  aid  cut — if  we're 
asking  ROK  to  step  up  its  modernization  program,  how  can 
we  cut  aid  by  40%. 

Murphy  of  N.Y,  (p.  H4616)  feels  supporters  of  aid  ceiling 
have  seen  only  one  side  of  the  issue.   Views  cuts  in  both 
PL  480  and  security  asst  as  serious  and  avoid  out  obligations. 
Feels  Park  is  aware  of  h.r.  problems  and  is  trying  to  do  the 
best  he  can  under  circumstances. 

6/2/76  -   Derwinski  (p.  H5133)  offers  amendment  striking  section  from 

bill  placing  ceilings  on  security  asst.  to  ROK.   Zablocki  adds 
amendment  to  the  Derwinski  amendment  which  also  struck  ceiling 
on  PL  480.   Sees  no  need  to  take  food  aid  from  people — would 
damage  ROK  martket  for  ag.  products  as  well  as  U.S.  produce 
market.   Points  of  order  was  sustained  against  Zablocki 
amendment. 

Eraser  (p.  H5134)  objects  to  Derwinski  amendment  because 
of  h.r. 

Lagamarsino  (p.  H  5116)  has  heard  the  ceiling  will  not  affect 
ROK  military  since  it  will  not  affect  cash  sales — not  true 
since  cash  sales  are  for  items  to  maintain  Korean  troops  and 
not  to  procure  major  new  equipment.   Calls  cut  in  aid  "drastic." 

Oilman  (p.  H5137)  repeats  Lagamarsino  arugments. 

Fascell  (p.  H5137)  opposes  Derwinski  amendment.   Since  aid 
will  be  kept  at  FY  75  level,  sees  no  problem  regarding  ROK 
security.   Cites  Park  8/75  statements  that  ROK  could  repel  N. 
Korea  attack  with  proper  U.S.  air  and  naval  support. 

Murphy  (p.  H  5139)  inserts  lengthy  statement  comparing  military 
capability  of  ROK  and  N.  Korean  forces.  Feels  U.S.  must  honor 
commitment. 
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Findley  (p.  H5142)  supports  Derwinski  amendment  but  is 
troubled  by  h.r.  in  ROK.   Seeks  to  amend  act  by  inserting 
section  expressing  congressional  distress  with  h.r,  in  ROK  and 
calls  on  President  to  communicate  this, 

Dellums  (p,  H5143)  opposes  Derwinski  amendment  on  h.r,  grounds. 
Also  states  that  in  6  years  he  has  been  in  House,  he  hears 
claims  that  N.  Korea  is  ready  to  invade — seen  nothing  yet. 
Feels  need  for  troops  is  political  not  military, 

Martin  (p,  H5144)  sees  "imminent  threat"  of  aggression  from 
N.  Korea, 

Johnson  of  Colo,  (p  H5145)  compares  N,  Korea  and  ROK  forces 
and  finds  ROK  "totally  able  to  care  for  itself,,,"  We  should 
be  examining  withdrawal  of  our  forces — not  an  unneeded  increase 
in  military  aid," 

Badillo  (p,  H5146)  points  out  other  sections  in  bill  which 
prohibit  aid  to  h,r,  violators — some  feel  ceilings  are  not 
enough  but  at  least  they  are  a  start.   Feels  U,S,  h,r,  policy 
cannot  be  taken  seriously  if  we  don't  act, 

Derwinski  amendment  passed  241-159  (p.  H5148) 

Fraser  (p.  H5148)  offers  amendment  to  strike  ceiling  on 
PL  480  funds  for  ROK,  adopted, 

Findley  (p,  H5149)  offers  amendment  described  above.   Sees  this 
as  a  "middle  course  between  jeopardizing  an  ally's  defense  or 
quietly  seeming  to  excuse  authoritarian  excess," 

Wolff  (p,  H  5149)  modified  Findley  amendment  by  directing  the 
President  to  communicate  Congressional  concern  within  60  days. 
Findley  amendment,  as  modified,  adopted. 

6/16/76  -  Committee  on  Conference  reported  HR  13680  (H.  Rept .  94-1272) 
Aid  figures  for  ROK  and  reporting  requirement  were  identical 
in  both  bills  so  not  an  issue.   Conferees  adopted  House  section 
regarding  Congressional  concern  over  h.r.  in  ROK 

6/30/76  -  H.R,  13680  signed,   P.L,  94-329. 
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Military  Assistance  to  Korea  1971-75 


92nd  Congress/lst  sess, 


House/Appropriations  Hearings 
Foreign  Operations  Subc< 


May  24,  1971  -    Gen.  Robert  Warren:   military  aid  to  Korea,  combined 

with  U.S.  force  reduction,  as  part  of  implementation  of 
Nixon  Doctrine  (p.  84)  basic  policy  statements. 

Passman:   military  assistance  necessary  to  protect  U.S. 
investment  in  Korea  (est.  $30  billion  since  beginning 
of  Korean  War)  plus  maintain  national  security  interests 
(p.  110).   Korea  as  "forward  defense  country"  (p.  136) 


Senate /Appropriations  Subcommittee 


June  23,  1971 


Gen.  Warren:  why  Korean  military  assistance  needs  are  so 
high  (p.  462),  increase  in  Korean  aid  essential  (p.  468). 


92nd  Congress/2nd  sess, 


House/Appropriations  Passman  Subcommittee 


April  11,  1972  -   Laird:   improvements  in  Korean  self-sufficiency  to  be 
(some  statements-   "promise  unfulfilled"  without  further  military  assistance. 
April  12)     -   (p.  633).   Cuts  threaten  U.S.  credibility  (p. 683). 

Adm.  Moorer:  full  military  assistance  funding  necessary 
for  Korea  for  "orderly  phase-in"  of  equipment  moderniza- 
tion program,  for  maintenance  favorable  economic  climate 
in  ROK.  (p.  645). 

Passman:   the  relationship  between  continued  military 
assistance  and  troop  withdrawals  approaches  a  treaty 
agreement,  (p.  670)   Long  history  of  assistance  to 
Korea  (p.  671).   Similar  statements  (p.  729)  "Korea 
is  the  one  place  that  you  have  a  concise  example  of 
what  the  Nixon  doctrine  really  spells  out."   (p.  763). 

Edward  Roybal:   assistance  necessary  because  in  U.S. 
interest  that  ROK  became  self-sufficient.   (p.  735) 


See  Gen,  Seignious  statement  (pp.  739-40)  for  summary 
of  basic  DOD  position  regarding  full  funding  of  request 
for  Korean  assistance.   Reduction  of  assistance  would 
indicate  U.S.  not  willing  to  fulfill  commitments  (p.  787) 
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Senate/Appropriations  Subcommittee 

June  5,  1972  -    Adm.  Moorer:   reducton  of  assistance  request  for  Korea 

disrupts  modernization  prograjn  for  TIOK  military — adversely 
affects  economy.   Maintenance  of  5-year  plan  cont^ity 
important  as  "effective  deterrent."  (pp.  891-892) 

Ellender:  critical  of  the  modernizaton  of  ROK  military 
and  U.S.  troops  withdrawal  as  apparent  quid  pro  quo 
which  went  beyond  scope  of  prior  U.S.  proposals  re 
troop  reduction,  (pp.  925-926) 

93rd  Congress/lst  sess.  House /Appropriations  Subcommittee 

May  30,  1973  -    Passman:   military  assistance  and  U.S.  troops  essential 
to  prevent  renewed  aggression  from  N,  Korea,  (p.  961) 
Need  to  protect  investment  (June  5,  1973,  p.  1139) 

Adm.  Peet  (Dir.  MAP):  full  allocation  necessary  for 
ROK  because  of  strategic  position,  continue  and  regain 
lost  momentum  of  modernization  program — for  "credible 
deterrent  positive"  and  "defense  self-reliance."  (p.  964) 

July  23,  1973  -   James  Schlesinger:   "Repeated  failure  of  the  United  States 
to  fulfill  the  funding  objectives  of  the  modernization 
plan  could  raise  serious  Korean  doubts,  on  both  sides  of 
the  demilitarized  zone,  about  the  long-term  reliability 
of  the  U.S.  commitment."  Also:  viability  of  ROK-N.  Korean 
negotiations  depend  on  maintenance  of  ROK  strength,  (p.  1329) 

Senate/Appropriations  Subcommittee 

June  20,  1973  -   Adm.  Peet:   strategic  importance  of  Korea  regarding 
security  assistance  (p.  1123);  also  for  continuation 
of  modernization  plan. 

July  24,  1973  -   Schlesinger:   Korean  strategic  importance;  speaking  against 
"Serious  shortfalls"  in  security  assistance  funding  for 
past  2  years,  (p.  1274).   Similar  statements,  p.  1279. 

Lawton  Chiles:   asking  question  of  Wm.  Rogers  (July  27) — 
isn't  it  time  we  began  cutting  some  costs  in  Korea, 
i.e.  troop  withdrawals?   pp.  1323-1328.   Reasons: 
altered  world  situation  (i.e.  detente)^  ROK  increase  in 
industrial  capacity  and  armed  strength — also  domestic 
problems  (inflation). 
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93rd  Congre88/2nd  seas 
June  4.  1974  - 


House/Appropriations  Subcommittee 


June  25,  1974  - 
July  10,  1974  - 


Schlesinger:   Security  assistance  to  ROK  essential  for 
military  balance  in  the  area:   "A  satisfactory  military 
balance  in  that  imporant  meeting  place  of  great  power 
influence  is  essential  for  deterrence  and  defense;  it 
is  also  an  essential  underpinning  for  negotiations  between 
North  and  South  Korea."   (p.  1036).   Similar  statement 
by  Adm.  Moorer,  p.  1038. 

Passman:   necessity  to  protect  U.S.  investment  in  ROK, 
prevent  new  invasion  from  North,  (p.  1057) 

Senate/Appropriations  Subcommittee 

Schlesinger  statement,  p.  1056.   Moorer:   pp.  1067-68. 

Adm.  Feet:   U.S.  security  assistance  objectives  re  ROK: 
deterrence,  stability,  continued  military  modernization — 
make-up  previous  funding  "shortfalls."   (p.  1120-21) 


94th  Congress/lst  sess. 


House/Appropriations  Subcommittee 


Nov.  18,  1975 


July  10,  1975  - 


Passman:  remarks  noting  Korean  assistance  in  Vietnam 
conflict  (p.  125).  For  strong  Passman  defense  of 
strict  (i.e.  authoritarian)  ROK  government  controls, 
see  also  pp.  73-74,  159-60  .   Additional  comments, 
pp.  247-48. 

Senate/Appropriations  Subcommittee 

Gen.  H.M.  Fish  (Dir.  DSAA)  -  prepared  statement:  security 
assistance  to  ROK  must  be  continued  to  preserve  deter- 
ffent  power,  regional  security  and  achieve  "balanced  modern 
[military]  force"  for  Seoul  government,  (p.  1224). 
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Congressional  Record;   Floor  Remarks 


93rd  Congress/lst  sess. 

Wendell  Wyatt:    reduction  of  military  support  to  ROK  a  "serious 

blunder".   Reduction  would  throw  away  past  investment, 
undermine  ROK  position  in  talks  with  N.  Korea, 
(part  6,  p.  7382,  12  Mar.  73)   House 


Tower : 


Dellums; 


aid  reduction  weakens  Korean  negotiating  position 
(part  17,  p.  21552,  26  June  73).  Senate. 

referring  to  "swollen  military  presence  overseas." 

Point:   ROK  forces  superior  to  those  of  N.  Korea — U.S. 

troop  presence  unnecessary  (part  19,  p.  24724,  18  July 
73).   House. 


Broomfield:       continued  military  assistance  at  full  levels  enables 
ROK  to  move  toward  self-sufficiency,  negotiate  from 
strength,   (part  20,  p.  26173,  26  July  73)   House. 
In  response,  Mr.  Fraser,  noting  ROK  military  superiority 
to  N.  Korea,  suggests  retention  of  small  reduction  in 
assistance  to  Korea  (as  provided  for  in  final  committee 
report)-p.  26173. 

Gerald  Ford:  in  light  of  past  investment  and  desire  for  further  U.S. 
troop  withdrawals,  must  maintain  high  level  of  military 
assistance  (p.  26173). 


93rd  Congress/2nd  sess. 


Fraser: 


noting  section  32  of  Foreign  Assistance  Act  for  1974, 
suggests  reduction  of  military  aid  to  ROK  "until  it 
makes  substantial  progress  in  observing  human  rights..." 
(part  18,  p.  23737,  17  July  74)  House.   In  connection 
with  the  ROK  and  human  rights  issue,  those  representa- 
tives closely  identifying  themselves  with  a  position 
critical  of  President  Park  were  Abzug  (NY),  G.  Brown 
(CA),  Harrington  (MA),  Dellums  (CA),  Bingham  (NY), 
Rosenthal  (NY),  Fraser  (Minn. ),  Roybal  (CA) ,  Mitchell  (MD) , 
Nix  (PA),  Stark  (CA),  Rees  (CA).  (See  letter  of  15  July  74 
p.  24517). 


Metzenbaum: 


Meeds: 


supporting  aid  cuts  for  ROK  until  human  rights  violations 
ended,   (part  19,  p.  24727,  23  July  74)  Senate.   Church: 
favors  "cessation"  of  military  aid  to  ROK  on  basis  of 
rights  violations.  Also  cites  GAO  report  concluding 
"that  South  Korea  is  fully  capable  of  providng  from  her 
own  financial  resources  a  large  proportion  of  what  is 
now  being  given  her  by  the  United  States."   (part  17, 
p.  25407,  29  July  74)   Senate. 

opposing  aid  to  ROK  in  light  of  rights  violations 
(part  19,  p.  25559,  29  July  74).   House.   Similar 
remarks  by  Koch  (part  20,  pp.  26426-27,  1  Aug.  74) 
House.  Also  Moakley  (part  20,  p.  26625,  2  Aug,  74) 
House. 
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B.  ROK  Defense  Production  and  Military  Self-Sufficiency 

21.  Letter  from  Fritz  Werner  Industries-Ausriistungen  GmbH  to  Tongsun  Park, 

dated  April  5,  1968 


Fritz  Werner  Industrie-Ausrijstungen  GmbH 


m 


Frll2  Warner  Industrla-Auirutlungen  QmbH  6733  QalMnhalm 


Mr.  Tongsun  PARK 

100,   First  Street 
ULCHt-ROII 

Seoul  /KOREA 


Talefor<:  (06722)  6141,  66  33 

Fernsdireibar  (Taleprint):  042117 

Telagramme:  Renraw  Qalsanhalm 

Frankfurter  Bank,  6  Frankturt/Main  1 
Konto  Nr.  059 

Rholngauer  Volksbank  oGmbH, 
6222  Gelsonheim.  Konlo-Nr.  2027 

Deutsche  Bank  AQ,  6  FrankturVMaln  1 
Konlo-Nr.  96/8149 

PostsOieckkonIo:  FrankfurVMalr^  14S4  78 


6322  Qeltanhalm 

5th  April ,   1968 
Ri/  is- 


Subject:  COREA-Offer  for  an  Ammunition  Factory  for  the  Manufacture 
of  Ammunition  7.  62  mm  x51  Nato  Standard  for  South  Corea- 


Dear  Mr.    Park. 

With  reference  to  the  correspondence  with  the  MEREX  Corporation, 
we  have  pleasure  in  enclosing  our  informative  offers  for  an  ammunition 
factory  in  Corea. 

We  have  prepared  two  different  offers,   one  for  a  capacity  of  3  million 
cartridge?:  per  month  in  single-shift  operation  for  a  total  price  of  DM  11,  263.  900, 
and  the  other  for  a  capacity  of  5  million  rounds  per  month,   based  on  single 
shift  operation.    The  total  price  fpr  the  second  offer  is  DM  13.  272.  600,  --. 


The  equipment  we  have  offered  is  very  comprehensive  as  we  worked 
on  the  assumption  that  this  factory  should  operate  completely  independently 
and  should  not  be  incorporated  into  an  existing  plant.   Correspondingly,   as 
you  can  see  from  the  offer,    we  have  also  included  a  complete  toolshop  to 
provide  the  facilities  to  produce  the  necessary  tools  for  the  ammunition  manu- 
facture your>:elves  and,   furthermore,  to  enable  you  to  carry  out  tlie  maintenance 
and  repair  on  the  actual  production  machines.   It  will  only  be  possible  to  finalise 
the  definite  layout  of  the  plant  by  discussions  with  the  appropriate  Corean 
authorities. 

We  are,   of  course,   also  prepared  to  send  a  specialist  for  ammunition 
manufacture  to  Corea  for  final  negotiations  sliould  it  become  apparent  in  the 
course  of  your  discussions  that  the  project  is  considered  necessary  by  the  Corean 
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FRITZ   WERNER 

GEISENHEIM/RHEINGAU  BLATT     2  VOM      5th  April ,    19G8  Ri 

AN    Mr.  Tongsun  PARK.   Seoul  /  Korea 


We  wish  you  every  .success  in  your  negotiations  and  would  request  you 
to  keep  us  informed. 


Yours  sincerely, 
FRITZ    WERNER 


INDUSTRIE-AUSRUSTUNGEN  GMBH 

pp^  .Lf  ppa  - 


Encs.  :    Offer  No.    3316  with  technical  specification 
Offer  No.    3317  with  technical  specification. 
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22.  Letter  from  Heckler  and  Koch  GmbH  to  Tongsun  Park,  dated  April  10,  1968 


HECKLER  &  KOCH    qmbh 


OBCRNDORF-NECKAR 


7338  OhorncJort-NoohBr.  Gormany.  Postfach  130 


Mr.  Tongsun  Park 

1713,  22nd  Street,  N.W. 
Washington  D.C.  20008  /  USA 


Krslaaparkaaae   Obamdort/N.   Konlo-Nr.  a«090 
WUrtt.  GIroiantraia  Pavenaburg  Konlo-Nr.  3530 
Oaulacna  DanK    Pforinelm   Konlo-Nr.    10  400 
PoatacnackKonto  Btutlgart    Konlo-Nr.  0789 


Farnruf     Oriornrtorl  tf'7<l93J  flB 
Farnacriraina<     Nr.  07««l»i.'» 
Drshlwort: 


Tiai 


Ihro  Nacrirlcht  vom 


unaar  Zolchan 

LpAnc/KB/61705 


Datum 

10th  April, 1968. 


Dear  Mr.  Park, 

Referring  to  our  letter  of  the  2nd  April,  1968,  as  well  as  to 
our  offer  having  meanwhile  reached  you,  as  we  hope,  we  should 
like  to  make  the  following  supplementary  statements. 

A  German  semi-official  authority  has  informed  us  that  your 
country  is  possibly  interested  in  procuring  rifles  in  the  cal. 
7.62  mm  X  39  within  a  short  time.  You  know  this  caliber  from 
our  latest  letter.  Wo  would  therefore  be  very  pleased  if  you 
could  assist  us  in  this  matter  In  connection  with  our  offer. 
Perhaps  you  have  already  similar  Information. 

First  of  all  Korea  would  to  our  mind  order  some  samples  of 
our  weapons  in  this  caliber  for  testing  purposes.  If  so,  we 
would  be  willing  to  deliver  such  samples  to  Korea  free  of 
charge  and  without  obligation.  For  the  exportation  we  need, 
however,  an  End-Use  Statement  according  to  the  enclosed  sample, 
to  be  signed  by  an  official  department  of  the  Korean  Govern- 
ment or  of  the  Korean  Ministry  of  Defence, 

Looking  forward  to  your  early  news,  we  remain. 


Yours  faithfully, 
HECKLER  &  K0C3J  GMBH 


end. 

German  original 

End-Use  Statement 

(sample) 

cc. ;  Mr.  Tongsun  Park,  Seoul 


013945 
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23.  Letter  from  Ted  Lang,  Lang  Yacht  Co.,  to  Tongsun  Park,  dated  May  6,  1968 


LANG  YACHT  CO.,-- 

MARINE   AND  rNDUSTRIAL  FIBERGLASS   FABRICATORS 


Kay  6,196B 

J'-T  Tongsun  Park 

1713   22nd  Street,  N\V 

Washington,  D.C.  20008 

Dear  I.'r.  Park: 

Pursuant  to  our  converGstion  lest  v.eek  regcrdln,'^ 
our  proposal  bidding  for  the  work  of  desli^ning  rnd  buildins 
approximately  fifty  37'  hif/n  cpeed  octroi  boats  for  the  South 
Korean  Government,  the  following  is  g  brief  resujr.e  of  our 
history,  fccilities,  and  capabilities. 

My  New  York  companies,  Lrnfr  Yacht  Co.,  Lang  Boat  Sales;  i-.nd  cur 
most  recent  expansion,  I.leine  Shipbuilding  Corporation,  Rockl-  lu., 
Maine  have  for  almost  twenty  years  been  engaged  in  desl-ri,  con- 
struction, sales  and  repairs  of  ocern  worthy  small  crrft  rnd  hrve 
satisfied  customers  with  special  end    custom  boats  of  varying  types, 
usually  with  a  complete  design  and  construction,  as  well  as  designing 
for  construction  by  others.   ".Ve  ret;  in  ranking  navel  architects  for 
design  end  consultation,  and  are  fei.-dliar  with  wood,  fiberglass, 
steel  and  aluminum  craft  up  to  6'5 '  In  length  as  our  pri)n£ry  areas 
of  work. 

Uur  families  have  a  history  of  six  gcnerpticns  of  boat  building, 
and  we  are  presently  completing  cons  cruction  of  a  large  nev/  acep- 
water  fiberglass  boatbuilding  facility  in  Kocklrnd,  iiri.e  Vllr.lne 
Shipbuilding  Corporation;  priir.arily  to  build  large  stoc.-:  and  custom 
fiberglass  vessels  up  to  130'  in  length,  although  our  initial 
manufacture  will  be  in  tJie  27'  to  65'  sizes.  /   • 

uur  Maine  plant  is  the  largest  facility  for  building  fiberglass  • 
pov/er  craft  in  the  northetist  of  the  United  States,  with  abo':t 
55,000  square  feet  of  shops  for  glass  parts  manufacture,  and  our 
shipyard,  property  is  more  than  a  half  mile  long. 

During  V/orld  War  Two,  a  large  number  of  136'  wooden  mineswef  :)-r3 
were  constructed  on  the  building  ways  that  are  now  a  portion  of  ■ 
our  facilities,  and  tnc  Rockland,  iV.aine  corstal  area  has  the  largest 
number  of  skilled  boatbuildcrs  on  the   east  coast.   This  labor 
availability  v;a3  the  primary  reason  for  the  relocrtion  of  boat 
building  operation  to  the  new  plant  facility. 
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In  our  New  3cork  y&ru,  v/c  h-.ve  full  f»cilltic3  to  build  the  37 » 
flborrjlaao  oatrol  err  ft  -vc  twc   pro:.oyln,3,  fnti  slncf^  hull  molds 
und  patterns  h-^ve  be  n  recently  coiTr->lctcd  lor  this  size  boot, 
we  could  srve  Gpproxlnr  tcly  nine  iV.onths  of  dtslr,n  nnd  mold 
building  and  start  production  imnedltLely  upon  receipt  of  order 
and  deposit,  nt  tte  ratr.  of  poout  one  hull  st.'tr't  every  two  weeks, 
v.lth  coi;;plotic:T  tine  of  apnroxiinotr  I;  one  hundred  duys  per  bof^t, 
as  designed  with  strnd-  rd  equii^mer.i.. 

At  time  of  completion  of  our  new  nlr-nt  fncllities,  scheduled  fcr 
20  August,  hull  starts  could  be  speeded  up  to  about  tv,o  boats  ->cr 
v.eck,  end  co.-npleticn  ti;nc  per  unit  co\ild  be  dro;)Ted  to  cbout  70 
days. 

It  is  hoped  thnt  by  Kovenbcr,  hull  strrts  could  be  Incrcr seC  to 
three  boats  per  week,  and  construction  ti.-ne  furtner  red  ccd  t.c 
about  60  days,  so  that  the  fifty  bor^.ts  projiosed  could  be  cor.ploted 
by  April  1969,  assujTiing  a  ";to-Bhepd"  dote  in  letc  Kicy  1568. 

After  analyzing  the  request  for  hl^h  speed  police  petrol  borts 
for  Intercept  worjv  under  open  ocean  conditions,  we  feel  that  c^r 
37'  patrol  boat,  as  per  enclosed  desir,n,  would  best  fill  the 
requirement  for  a  high  suctaiiied  speed,  maximum  ranr^o  boat  thht 
can  carry  an  effective  pnyload  of  crev/,  cargo  or  armr..rient  unt'.ar 
open  ocean  conditions. 

V/hlle  we  c:n  offer  IrrijTicdintc  start  of  cons triiction  in  1:7',  cl'  lind 
37'  sizes  as  molds  arc  completed  for  t/;csc  sizes,  tna  jror-.pt 
delivery  of  45'  or  65'  patrol  craft  vdesi';ns  of  v.hich  f  re  coi.pletcd}, 
we  feel  that  our  37'  hull  design  cnn  meintr.in  the  hi";hc3t  po3-ible 
speed  in  rough  wptor,  at  the  best  price  ncr  unit. 

Our  suggestion  for  power,  due  to  the  unusurl  severity  of  sef. 
conditions  to  be  encountered  on  your  coast,  the  need  for  aL  '.-zt 
Instant  maximum  power  from  start-up,  and  the  npjarent  rtr.sirc  for 
high  endui-ence  speed  at  almost  flank  power,  long  ranr.c,  and  economy 
and  reliability  of  operation,  would  be  twin  diesel  powfi'. 

As  designed,  we  feel  that  our  37'  petrol  boat  could  be  powered  with, 
up  to  tv/elve  hundred  horsepower,  but  if  speeds  in  the  35  knot  range 
ere  adequate,  that  twin  o7U  HP  dicsels  of  a  four  cycle  design  which 
can  burn  a  v/ide  r^.n^^e  of  fuel  grodes  v/ould  be  th«  most  appropriate, 
end  would  provide  the  best  all  around  perf  or  uf  ncc,  rrn;-!;,  paylord, 
and  rellebility,  otandird  300  gallon  vUS)  f\Jcl  cupr.city  \.ill  3iLve 
an  effective  range  of  270  Nautical  Miles  at  an  cstijant<'c  cru!  iii.ig  . 
speed  of  35  knots,  and  250  Nautical  iMiles  ct  estirr.atca  full  cnrod 
of  39  knots,  at  displacement  of  15,y0u  lbs,  of  vhlch  15,700  lbs. 
Is  designed  boat  weight, yOO  lbs.  overage  fuel  -..eight,  tnd  1300  lbs. 
of  crew,  gear  and  armament,   Displaccnent  increr.ses  v.ill  decrease 
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speed  by  approximately  1  knot  for  crch  800  lbs.  or,  for  a  total 
displacement  of  21,000  lbs.  {    approx.  7,3u0  Ibc.  fuel  rnd  gc.-.r), 
cruisins  speed  would  be  in  the  vonr^e   of  31  knots,  end  nF.ximu.n 
speed  would  be  approximately  55  knots,  still  in  tne  speed  area 
requested,   Tlierefore  if  lonjer  ran-;c  or  more  prylor.d  were  desired, 
a  high  speed  could  still  be  attained. 

Vie  feci  that  our  hull  dcsi/^n  is  for  superior  to  that  of  any  other 
manufacturer  for  open  aen  conditions,  rnd  will  allow  th.e  proposed 
patrol  craft  to  malntrln  in  excess  of  90?=  of  estii.icted  speeds  ir. 
ten  foot  sea  conditions,  duo  to  our  hl.^h  derdrise,  non  pounding 
planing  hull  design.   rhis  edvr.ncec3  hull  design  will  cllov;  our 
vessels  to  operate  at  high  speed  under  sea  conditions  when  lars^er 
craft  might  have  to  return  to  port. 

Life  expectancy  of  fiberglass  liulls  should  exceed  twenty  years  under 
normal  conditions,  with  a  minimum  of  mc-intenance. 

'iTusting  this  information  shall  be  of  use  to  you  in  the  evaluation 
of  our  bid  proposal. 


1  rempin,  Sincerely, 


Pin,    t>incerej.y, 

Ted  Lang,    hrcs. 
i_j^'.t2   iriCi^i  Co. 


3S.283  0  .  78  -  23 
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24.  International  Market  Report,  June  19,  1969 

MARKET* 
June   1<  . 

international  market  report  Number  24/p«rt  2      Page  A-93 


MARKETS,    PRODUCTS 
June   19.    1969 


ISRAEL 

french  arms  embargo  may  be  lifted 


rhe 
tierp 


ch  arms  embargo  may  be  lifted 

invitation  of  Israeli  officials  to  the  recent  Paris  Air  Show  (REPORT,  p.  8^)  was  In- 
erpreted  in  Israeli  circles  as  a  first  sign  that  the  French  Government  will  shortly 
escind  its  earlier  embargo  on  arms  shipments  to  Israel  (REPORT,  p.  A-13).   Now  reports 
jfrom  Israeli  sources  in  Paris  indicate  that  France  will  lift  the  embargo  even  sooner  and 
pave  the  way  for  the  delivery  of  50  Mirage  V  fighters,  ordered  and  paid  for  by  Israel. 


KOR^ 

production  and  arms  deliveries  approved  by  U.  S. 
The  U.  S.  will  continue  military  aid  to  the  Republic  of  Korea,  at  a  rate  of  about  $150 
million  a  year   for  aircraft,  small  arms,  radar  and  ships,  Deputy  Defense  Secretary 
David  Packard  said  on  June  12. 

He  said  the  South  Korean  air  force  will  start  receiving  its  first  F-4  Phantom  in  August. 
The  $52  million  18-plane  squadron  will  be  delivered  by  October.   And  he  reported  the 
Koreans  have  requested  additional  F-As  as  well  as  more  F-5s  to  compliment  the  82  they 
now  have. 

Packard  said  the  South  Koreans  have  "a  good  deal  of  World  War  II  aircraft  equipment"  and 
they  have  difficulty  in  maintaining  it  and  getting  spare  parts.   "They  need  more  equipment 
and  they  deserve  it."  Packard  also  said  the  Koreans  requested  more  radar  and  small  naval 
vessels  for  coastal   defense  during  a  two-day  Defense  Ministries  Conference  in  Seoul .   He 
said  the  UT~S'.  is  unable  to  provlde~thi"s  equipment  now  buj;  will  study  how-to  supply  it. 
He  said  the  North  Koreans  In  1968  launched  219  attacks  along  the  coast  among  761  recor^ded 
incidents  of  exchanges  of  fire. 

Packard  added  that  the  U.  S .  _has_begun_shlBEingthe  first  of_700j^000_rUJes ,  mostly 
World  War  II  M-ls,  to  help  equip  the  two-million  inaVf  Re"publ  ic  of  Korea  Homeland  Defense 
Reserve  Force.   And  he  Indicated  the  U.  S.  will  go  further  in  authorizing  South  Korea 
./to  build  U.  S.  M-16  rifles  on_l_i^ense.   He  said  it  would  take  "several  years"  to  put 
Ijlthe  ^)iU  million  t^ctory  in"operatlon  but  "in  my  view  this  is  a  good  thing  to  do." 


Lfz^K^ ^ -P<^U'rs  oxpfi,  pi^KiT/rpoKi  /^-rt^r^  <:::ocT(r. 


AMERICAS 


UNITED  STATES 

Bendix  reports  record  level  for  international  profits 

W.  Michael  Blumenthal,  president  of  Bendix  International  of  New  York,  N.  Y. ,  said  Income 

from  international  operations  reached  a  record  level  of   $525  million  in  1968  and  that 

further  advances  are   planned  for  the  current  year.   A  major  portion  of  Bendix'  overseas 

sales  volume  and  related  profits  are  not  consolidated. 

Blumenthal  reported  that  growth  of  Bendix  International's  sales  has  averaged  15  percent 
a  year  for  the  past  four  years  and  added  that  this  rate  is  expected  to  be  accelerated  in 
the  next  three  years . 

He  also  said  that  both  export  sales  and  profits  exceeded  goals  set  for  the  first  quarter 
and  cited  improved  performance  of  foreign  manufacturing  affiliates  in  Argentina,  France 
and  Spain.   The  company  expects  to  make  up  for  a  lag  in   licensing  revenues  experienced 
in  the  first  quarter  during  the  remaining  three  quarters. 

This  IS  an  intetligence  report  on  iniernadonal  defense  and  Kovernmeni   markets,   not  a   statement  of  editorial   opinion.   Reproduction   of 

this    material    prohibited    without    consent    of    me    editor.    Published    by    American    Aviation    Publications,    Inc.,    llS6-lSth    Street,    N.W.. 

Washington,  DC  20O0S   Tel.:  (202)  293-3400.  Address  all  inquiries  to  J.  M.  Wagner. 
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25.  Letter  from  G.  Bauch,  Merex  Corpv,  to  Tongsun  Park,  dated  December  8, 1969 

Mr.    Tongtiun  Fs-rk 

c/o  >'Iiryung  Sangsa  Oil  Co.  ,  Ltd. 

100  First  Street 

Ulchi-Ro,   Seoul 

KOREA  8  December  1969 


Dear  Tongsun: 

Ad  we  have  the  opportunity  to  write  to  yrou  in  a  highly  important 
inatter,  we  ahould  like  also  to  enquire  about  the  stage  of  nego- 
tiations with  regard  to  our  former  offers  for: 

Speed  Boate 
Amnnunition  Factory 
Rifle  Faclovy 

Vr'e  would  appreciate  to  get  some  news  because  we  have  been  con- 
tacted severe!  times  within  the  laet  half  yc-.ar  by  the  German  com- 
panies which  prepared  these  quotes  in  1968  for  your  country.     We 
think  it  would  only  be  fair  to  at  least  inform  them  whether  there 
still  are  chances  to  conclude  any  contracts  with  regard  to  the  above- 
mentioned  equipment. 

Please  be  kind  enough  to  also  refer  to  these  points  in  writing. 
With  personal  regards. 

Sincerely  yours, 
MEREX  CORPORATION 


G.    Bauch 
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26.  Letter  with  enclosure  from  G.  Bauch,  Merex  Corp.,  to  Tongsun  Park,  dated 

December  8,  1969 


-> 


Mr.    Tongsun  Pari; 

c/o  Miryung  Sangsa  Oil  Co.  ,    Ltd. 

100  First  Street 

UIchi-Ro,   Seoul 

KOREA  8  December  1969 


Dear  Tongsun: 

It  v/as  a  refreshing  surprise  to  hear  your  voice  on  the  telephone. 
Together  with  Mr.  Kim  we  worked  on  Sunday  morning  four  hours 
to  get  at  least  partial  prices  together  for  your  requirement. 

V^e  vmder stand  that  Mr.    Kirri.  was  on  Sunday  evening  (Vvashin<»ton 
time)  successful  in  conveying  the  information.     In  order  to  make 
things  more  clear,  we  should  like  to  attach  a  Memo  which  you  nnay 
use  for  your  negotiations  in  order  to  be  able  to  give  nr^ore  detailed 
explanations  and  in  order  to  deternnine  more  clearly  what  is  really 
wanted. 

Our  telephone  quotations  cover  partly  surplus  and  partly  new  pro- 
duction equipment.     Surplus  equipment,    as  you  Icnow,    has  to  be 
bought  by  us  directly  from  the  German  Defense  Iviinistry  or  any 
other  defense  ministry  in  Europe.     Prices  given  are  negotiable,    de- 
pending on  the  quantities  ordered. 

The  prices  for  new  production  items  v/e  took  from  offers  to  other 
countries  in  order  to  give  you  a  price  idea.      These  prices  also  de- 
pend upon  quantities  ordered.     As  soon  as  we   receive  from  you  the 
exact  designation  and  quantities  we  will  be  able  to  give  you  a  con-         j 
firmed  quotation  for  new  production  by  the  factories  involved. 

Moreover,   as  the  quantities  are  rather  large,   we  would  kindly  ask 
you  to  get  from  your  Government  a  L-etter  of  indent,   because  such 
a  letter  stresses  the  seriousness  of  the  recuiremeuL  and  n:ianufac- 
turing  companies  are  more  prone  to  make  efforts  to  more  closely 
define  their  prices.     In  this  business,   prices  depend  to  a  lar^c  ex- 
tent on  the  production  capacity  end  the  back-log  of  orders  existing. 
The  Letter  of  Indent  cnume raiting  and  specifying  the  items  wanted 
could  be  addressed  to  our  company  or  to  yourself,   in  v/hich  case 
you  would  write  us  a  cover  letter  authorising  us  to  use  this  Letter  of 
Indent  in  your  name. 
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We  "knovr  that  the  situation  in  your  country  is  such  that  these  itennis 
v/ill  have  to  be  bought  in  the  near  future  and  we  hope  that,  with  conti- 
mon  efforts,  wc  xnay  be  able  to  secure  at  least  some  orders  for  tr^is 
equipment.     In  addition  to  the  Letter  of  Indent,   it  would  be  advisable 
to  get  information  whether  your  authorities  also  try  to  get  quotations 
fronn  MAAG,   because  we  believe  if  this  happens  we  may  not  be  com- 
petitive,  as  the  United  States  Defense  Department  is  able  to  quote 
prices  which  are  based  on  the  huge  quantities  which  they  place  with 
various  U.  S.    connpanres. 

Please  keep  these  facts  in  ir>.ind  in  order  not  to  waste  your  and  our 
time  and  money. 

Hoping  to  hear  from  you  real  soon,  we  remain  with  best  personal 
regards. 

Sincerely  yours, 
MERZX  CORPOPATION 


G.    Bauch 
Enclosure 
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MEMORANDUM 


1.  Twenty  tnillion  rounds  of  .  50  ammunition  for  iirowninj  machine  gun, 
linked.   4  ball  1  tracer  or,    3  ball  1  tracer. 

BecauMe  of  iacK  of  time,   only  surplus  ammxinition  of  the  production 
year  2  960-61    could  be  offered,   which  had  been  laboratory  tested  at 
the  end  of  1967  and  proved  in  condition  Code  1.      The  ammunition  is 
VS/NA  iO  btandard,    linked:  4  ball  DM11.    German  nomenclature  e- 
quivalent  to  U&-ivl33;  1  tracer  DM2!,   German  nomenclature  equi- 
valent to  US-MI  7.    FSN  I305-0?.8-6582/AF56/A556.     The  caliber  is 
,  50  (IZ,  7mm  x  9ymm).     Delivery  can  be  made  wi^.hln  two  to  four 
months  after  confirmation  of  order  and  export  license,    subject  to 
prior  bale,    racking      100  roundn/belt;  '   belt/container  DM1; 

2  contalnern  (200  rovmd.*)  wire-bound  plywood  case  DM1.   weight: 
34,  02  Kg.  ,    Volun^kc:  J,  024  cu.  m. 

Specif icatione:    we  attach  er.cloBure  1;  free  Caliber  .  50  ammunition. 

Price      fOB  German  .-  ort  is  DM  910.  00  per  thousand  rounds. 

PloaL-e  Note:     The  rate  between  the  dollar  and  DMark  eince  October 
27.   1969.   is  US$  1.00  =  DM  3.66. 

Cuotations  for  .>ow  a;nmunition--a»  the  abovonrientioned  pertaired 
only  to  6urplu6  annmunition  av«Uable--will  take  about  three  weeks. 

If  there  is  a  quotation  wanted  for  the  .  50  ammunition,    linked, 

3  b;^U  1   tracer,   we  have  to  ask  the  factory  to  make  a  special  quo- 
tation because  according  to  U.  S.    and  NATO  standard  they  are  nor- 
ZTially  linked  only  4  ball,    1  tracer.     Ad  the  tracer  airununition  is 
more  expensive  than  the  ball,    an  offer  for  3  ball,    1   tracer  will  turn 
out  more  expensive  than  4  bail.    1  tracer. 

2.  20,000  Cartridgee  (grenades)  for  Howitaer  105mm. 

Surplus  anrununition  for  this  caliber  is  not  available  for  the  time 
bting. 

New  production,  105mm  HE  Ml,  dual  grain,  with  charge  and  fuze 
PD  (point  detonating)  M51A5,  one -half -second  delay,  for  Howitaer 
M2A1  and  M4. 


Weight  of  projectile:  14,  960  Kg. 

Weight  of  bursting  charge:  2,068  Kg. 

Number  of  charges:  7 

MuEBle  velocity:    nain.   1 98m/ 8 ;  max.   472m/ s. 
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P;ic«:    FOB  European  I  ort  US$  4S.  20  ea. 

Delivery:    starting  June  1 970,  with  a  monthly  rate  of  5»  000  to 
10,030  rounds. 

Packing.    1  conLainer,    cardboard  Ml  05  (US)  per  shell.    1  wooden  box 
with  two  shells. 

The  requested  IIEAT  shells  could  not  be  quoted  for  the  time  being. 
An  offer  can  be  ac<^(.:ired  within  three  weeks.     In  addition,   it  has  to 
be  clarified  wiiethcr  ihe  Korean  Government  *l*.o  wants  this  ant»- 
munition  with  delayed  fuzes,   as  the  fuze  MTSQ.     This  fuze,   acquired 
beparately.    is  FOL  European  Pert  U5$  23.  30. 

3.  f.fclf-propcUcd  Heavy  -Artillery,    1  SSrrur.  .inular  to  U.  5.    ?'!odt;l  Long- 
ton4,  4  each. 

The  above- iTicntioned  eqaipmenl  it  no  longer  available  as   surplus; 
new  production  iteiut-  can  only  bt;  acquired  from  government  to  govern- 
ment,   froiz;  the  United  L.atet. 

/"mmu-iitlon  for  thit  i..vn  can  be  <juo?cd  froin  E\iropean  new  produc- 
tion,  pro-vidod  llie  amrminition  it  nnore  ipec  ifieil. 

4.  Het\'y  Barrel  Machine  Guns,    Caliber  .  50.    .':rovvnini'.  AN-M2,   2,000  ea. 

If  new  production  machine  gxma  art-  <j'aiilcd,    tliey  can  orJy  be  bought 
trom  government  to  governnnent. 

ILere  are  90  unit^.  i.tavy  barrel  MC,    /-.N-M2.    FSN  1005-322-9715, 
as  new,   un-used   jurplus  tvp.llablc  for  PMaik  3,  !  DO.  HO  each,    FOB 
Gcrmar^      crt.     Delivery  time  botwccE   i  i-^u^l  6  v/tu?!;*.     i"fce  iLtach- 
nnenl  2. 

There  are,   however,    available  Bvowning  A'achine  Guns  AN-M2. 
FSK  1005-726-5644  (not  heav^' b»rrel)  996  new,    un-uced  surplus, 
FOB  German  I'ort  D.Mark  1 , 1  80.  00  each.     Delivery  between  4  to 
6  weeks.     Sec  attachennent  3.     This  rra.terial  is  tubject  to  VirioT  gale. 

Furthermore,   there  aie  up  to  2J  5  itemt,,    spare  p^.ili;,    brand  new, 
un-used,    for  both  browning  machine  i:MnT  available.         rice  FOB 
German  i-ort  DM  4,  0?8.  400.  00.     See  enclorurc  4. 

5.  Napalm  bombs,    350  Iba.  .    500  lbs.  ,   750  lbs. 

At  this  time  only  a  250  Kg.  (300  llter8)which  equals  approx.  500  lbs. 
can  be  quoted  FOB  German  Port  DM  901.  60  each.  Delivery  starting 
4  to  6  weeks  after  receipt  of  order,  with  a  monthly  rate  of  500  units. 
The  other  two  bomb  sizes  can  be  quoted  within  four  weeks.     See 

attachment  5. 

6.  Anti-Personnel  and  Anti-Tank  mines. 

a)  Anti -personnel  minec  DM11. 

Non-metallic,   made  of  plastic  material,   explosive  chArgs*;  consists  of 
100  grams  ThTT.     Weight  approximately  200  grams.     Details  see 
enclosure  6.     New  production,    FOB  German  Port,   DM  11.10  each. 
Delivery  tiirie:  4  months.     Packing:   20  mines  in  a  wooden  case,   gross 
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weight:  7,  2  Kg.     Dimensions  of  case.  453  x  220  x  92  nun.     Volum«: 
0,  009  cu.  m, 

b)  Anti-Tank  mines. 

Could  not  be  quoted  at  this  time.     It  will  take  about  three  to  four  weeks 

to  submit  qootacion. 

Hand  grenades. 

a)  Offensive  hand  grenade  rL60. 

Ufci  by  Gcrnnan,    Austrian  and  Swlei,  forces,   new  production,    FOB 
German  Port  DM  7.60  each.     See  enclosure  7. 

b)  Hand  grenade,   fragmentation,    1-1.61. 

Plastic  body,    steel  fragments.     Uced  by  Gernr^n,    Austrian  and  Swiss 
forces,   new  production,    FOB  German  Port  DM  8.20  each.     See  en- 
closure 8. 

Other  types  of  hand  grenades  can  be  quoted  if  so  desired  and  quanti- 
ties specified. 


REMARKS  WITH  REGARD  TO  PRICES: 

A?l  prices  quoted  are  negotiable  because  there  was  no  time  to  have 
these  prices  confirmed  within  24  hours.     This  refers  to  surplus  and 
new  production.     Quantities,   once  really  determined,  will  >Jiv«  a 
bearing  on  the  prices. 

Furthermore,  it  will  hardly  be  possible  to  gel ,  for  new  production 
items,  the  production  price  from  the  factory.  Factories  will  only 
quote  one  sales  price. 

A  markat  price  does  not  exist,  neither  for  new  nor  for  surplus  items. 
A  price  gxiidance  may  be  got  from  the  MAAC  as  a  government  ac- 
quisition cost  which,  of  course,  may  be  lower  than  any  other  com- 
mercial price  owing  to  the  huge  quantities  ordered  by  the  U.S.   go- 
vernment. 

To  facilitate  onr  work,   and  to  enable  us  to  get  the  lowest  prices  for 
the  new  production  items  from  the  factories  and.  for  surplus  items 
from  European  governments,  we  kindly  ask  you  for  a  Letter  of  Indent, 
enumerating  the  quantities  and  specifying  in  detail  the  types  wanted. 


27.  Interarms  interoffice  memorandum,  dated  December  6,  1976 

I    N  T   E   Rf)A  R   M   S    , 


INTER-OFFICE  ItlSMORANDJUM  . ;   • 

'^'"^*     INTERARMS  Va(RSW)  M(SOJ Y';."  ;/'v^  ii!..;f f^f  r'-''  6th  December  1976 

FRCM:   INTErJ^v.\S  Ma(SC)  ..  .  .  11/..  INM  j  'V^J.^  1 

1.  Xectir.f>.  with  Tong  Sun  Park : 

He  Mas   in  a  suite  at  the  Dorchester,  accompanied  by  a  Robert  Conkling  and  a 
Pecer  rartholcmevj,  two  youngish  Americans  who  are,  i-espectively,  his  arms  adviser 
and  personal  secretary.  He,  himself,  is  about  43-years  old,  but  looks  younger  - 
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as  the  AciLLlcs   always  do  compared  to  us,  worn  out  Westerners.  He  looks  like  we 
all  looked  twenty  years  ago.   He  is  organising  a  military  buying  and  selling  office 
'in  LonJcn  for  the  Korean  Government,  and  is  leaving  for  Korea  via  Abu  Dhabi,  tomorrow. 
He  will  probably  be  back  in  London  about  this  time  next  month,  and  I  may  see  him  again. 
He  resumes,  straight  off,  a  role  as  an  "all-seeing  Easterner",  and  talks  in  a  quiet 
voice,  in  perfect  English,  as  he  was  educated  in  Georgetown.  ,His  family  is  from 
N.  Korea,  but  they  left  shortly  after  1945,  although  he  pointed  out  that  the  N.  Koreans 
are  generally  considered  the  intellectual  superiors  of  the  South  Koreans.   I  responded 
with  some  suitably  complimentary  words  about  Kim  II  Sung,  the  Sun  of  the  Nation  of 
N.  Korea.   These  comments,  plus  some  other  obscure  references  to  odd  details  of  Korean 
history  made  him  believe  that  I  had  spent  some  time  in  that- country  and,  when  I 
correctly  told  him  I  had  never  been  there,  he  then  became  even  more  suspicious.   His 
discussions  with  ma  were  centred  on  the  following  details: 

a)  Need  for  M48  Tanks:-  He  said  they  need  four  sample  units  to  use  as  a  basis  of  a 

conversion  programme,  since  they  want  to  re-manufacture  all  . 
their  M48's  into  the  M60  series,   I  politely  told  him  that  we  had  none  at  present, 
and  we  did  not  expect  any  and,  therefore,  to  our  regret,  he  could  not  rely  on  us 
for  this  item,  and  I  did  not  know  of  any  realistic  source  anywhere,  aside  from  the 
'  U  S  G  or,  possibly,  some  other  government, 

b)  Reproduction  Arms  for  the  USA:-  He!  showed  me  the  leaflet  that  Harper's  Ferry  Arms  and 
Co  has  prepared  for  the  American  Market,  and  I  had  seen  their  advertisements  in  a 
recent  American  Shooting  Magazine.   He  claims  these  reproductions  are  perfectly  made, 
and  they  already  have  some  orders.   This  business  is  handled  by  Mr  Conkling,  who 
knows  Tom  Nelson  and  Val'Forgett  and  other  American  Dealers."  Park  claimed  they  would 
like  us  to  handle  this  material  because  of  our  large  distribution  network.   I  low 
keyed  my  response,  although  kept  it  basically  favourable," and  said  that  he  should 
really  work  this  out  with  you.   I  noted,  in  general,  that  his  cost  prices  for  the  . 
M.1861  Springfield  and  the  French  Flintlock  "Charleville"  Musket  and  the  Maynard 
Carbine  should  be  in  the  region  of  $50.00  each,  f .o.b.  Korea,  and  perfect  in  every 
technical  detail.   I  told  him  if  the  quality  and  the  price  could  be  met,  we  could 
guarantee  him  substantial  orders.   He  said  that  other  American  dealers  had  approached 
them  for  other  Reproduction  Arms,  but  he  did  not  elaborate. 

Mr  Conkling  returns  to  the  US  this  week,  and  he  may  contact  you  next  week. - 

C-)  Military  Business :-He  outlined  the  new  Korean  policy  to  try  to  become  more  independent 
on  their  aims  procurement  than  heretofore,  but  he  said  they  needed  proper  international 
advice  regarding  both  procurement  and  the  disposal  of  their  surplus.   I  again  low 
keyed  an  affirmative  reply,  indicating  that  we  could,  doubtless,  assist  in  all  these 
matters  under  proper  mutual  arrangements.   I  alluded,  vaguely,  to  our  Singapore 
arrangements  and  suggested  that  something  in  the  nature  of  a  consultancy  contract 
might  be  considered  by  us  with  our  service  based  in  the  UK,  in  light  of  their  own 
new  office  there.  He-  said  he  would  take  this  up  with  President  Park,  in  Korea,  this 
month,  and  we  could  discuss  it  further  on  his  return  to  London.   I  agreed  with  this. 

All  in  all,  the  meeting  was  cordial  and  not  without  a  certain  mild  bit  of  amusement  when 
he  alluded  to  his  current  Press  problems  in  the  US,  and  I  indicated  that  it  was  my 
understanding  that  if  he  landed  anywhere  on  American  soil,  a  howling  lynch  mob  would 
iisnediately  form  and  give  him  summary  justice.   He  also  complained  about  the  American 
IRS  ubich,  he  said,  continually  harrassed  him,  even  though  he  had  always  lived  in 
America  under  a  tourist's  and  not  a  resident's  visa,  and  never  stayed  more  than  six 
months  in  one  year.   I  indicated  that  we  had  a  mild  familiarity  with  the  IRS  and  we 
could  sjnapathise  with  his  -position,   He  claimed  he  was  basically  in  the  shipping  and 
oil  business,  but  had  a  "lay-man's  interest"  in  the  armament  business.   He  is  an 
asttii:^!  type  of  oriental  operater,  and  yorks  on  the  general  ignorance  of  westerners 
regarding  how  the  orientals  think.   I  don't  blame  him  for  this  at  all,  as  I  would 
probably  do  the  same  if  my  name  had  been  Pundit  Nehru  but,  having  grown  up  in  the  land 
of  the  Hindu  Rope-trick,  I  am  prepared  for  anything.   In  any  case,  I  do  not  expect  one 
thing  or  another  from  Mr  Park,  but  will  carry  on  with  our  discussions,  possibly  next 
month,  when  he  is  back  in  England  and  I  will  also  probably  be  here. 

In  the  meantime,  I  would  submit  that  the  excellent  appearing  replicas  which  they  are 
making  should  be  investigated  further  with  Mr  Conkling  if  he  should  contact  you  shortly. 
They  were  very  pleased  with  your  modest  orders  of  ammunition,  and  I  indicated  these 
would  continue  as  long  as  they  remain  competitive.  My  own  view  is  that  I  do  not  really 
want  to  get  us  into  another  Singapore  contract,  as  such-  sinee-we  do  not  have  the 
personnel  to  staff  it  out.   On  the  other  hand,  if  we  could  act  as  advisers  to  their 
new  London  office  and  handle  their  surplus  for  them  both  here  and  in  America,  this 
might  have  some  possibilities,  and  it  is  certainly  worth  further  discussions. 

If  you  have  any  comments,  or  specific  points,  I  would  like  to  have  these.  Park  said, 
incidentally,  that  the  Pacific  Development  Corporacion  and  Mr  Kim,  whom  you  have  worked 
through  on  your  ammunition  matters,  both  belong  to  his  organisation;  you  probably  knew 
this,  but  I  pass  it  on  anyway. 
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28.  Letter  from  E.  T.  Reardon,  Colt  Industries,  to  the  Minister  of  National 
Defense,  dated  March  17,  1977 


Colllnriuslries 


r7^ 


M 


^ 


Dp^' 


<50  Huyshope  Avenue 

Hartlofd.   ConneclicuJ  06102 
203/278-8550 


March  17,  1977 


^■'^•^> 


H. 


'LV 


%' 


Minister  of  National  Defense 
Republic  of  Korea 
Seoul.  Korea 


SUBJECT: 


M16  Rifle  Agreements  Between  the  Governicent  of  Korea 
and  Cole 


Gentleaen: 

We  have  enjoyed  an  amicable  and  businesslike  relationship  with 
your  Governaient  from  the  inception  of  the  M16  Program,  and  hope  and 
trust  this  relationship  will  continue  to  flourish  to  our  mutual  bene- 
fit. 

As  you  are  a'vare  t>\e  written  agreecer.ts  beD^'een  us  grant  you  only 
the  right  to  nanufacturfe  rifles  and  parts  for  your  use,  and  not  for 
sale.   We  have  received  disturbing  reports  of  sales  or  attempted  sales 
in  other  countries  by  your  Government  or  persons  purporting  to  represent 
you,  which  are  clearly  in  violation  of  the  License  and  Technical  Assistance 
Agreement  Terms  and  Conditions,  if  true. 

We  are  taking  this  opportunity  to  advise  you  that  any  and  all  such 
activities  should  be  ceased  at  once.   In  addition,  any  such  sales  activities 
\;ould  be  of  vital  concern  to  the  U.  S.  Departments  of  State  and  Cocnerce. 
VJe  are,  by  copy  of  this  letter  advising  them  of  our  concern. 

We  trust  you  can  appreciate  our  concern  and  the  need  to  bring  this 
catter  to  your  attention.   We  would  appreciate  your  comments  as  to  whether 
such  activities  have  indeed  taken  place,  so  that  we  may  assess  our  position 
and  so  that  we  may  advise  the  aforesaid  U.  S.  Agencies  of  your  response. 

Yours  truly, 


E.  T.  Reardon 

Manager 

Contracts-International  Administration 


ETR/edo 


bcc:      n.    Curtis,    FyDecker,    P.    Gubbins,    D.    Lynds,    R.    Roy,    R.    Stilweil 
II.    P.    Stune  ^ 
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29.  Letter  from  H.  P.  Stone,  Colt  Industries,  to  Maj.  Gen.  Yoo  Sam  Suk,  Ministry 
of  National  Defense,  dated  April  25,  1977,  with  two  attached  letters  from  the 
Ministry  of  National  Defense 


April  25,    1977 


Major  General  Yoo,  Sam  Suk 
Republic  of  Korea  Army 
Ministry  of  National  Defense 
Office  of  the  Director 
Defense  Industry  Bureau 
Seoul,  KOREA 


Dear  Ganeral  Yoo: 

Thank  you  for  your  letter  of  April  14,  1977,  expressing  your 
thoughts  on  Mr.  Reardon's  letter  relative  to  our  licensing 
agreement.   The  identical  letter  vas  sent  to  all  three  of  our 
licensees  as  a  result  of  many  confidential  reports  that  M16A1 
rifles,  spare  parts  and  accessories  were  being  offered  for  sale 
to  our  various  customers  by  individuals  purporting  to  represent 
one  of  our  licensees.   The  situation  developed  in  March  and  the 
letter  was  sent  out  in  March  when  I  was  out  of  the  country  for 
an  extended  period  of  time.   I  appreciate  your  confttmatlon  of 
the  fact  that  Korea  is  not  offering  these  for  sale.   As  you 
realize,  the  U.S.  State  Department  expects  Colt  to  exercise 
control  over  its  licensees  relative  to  the  quantities  produced 
and  their  use. 

It  vas  indeed  a  pleasure  to  see  General  Kim  and  Colonel  Kang 
in  Washington  a  short  time  ago.   General  Kim  expressed  the 
possible  interest  of  the  Republic  of  Korea  amending  the  license 
agreement  to  produce  additional  rifles  to  meet  your  country's 
requirement.   I  believe  that  he  has  passed  on  to  you  that  Colt 
would  be  willing  to  do  this,  recognizing  that  your  accelerated 
production  schedule  enables  you  to  finish  the  initial  quantities 
during  the  latter  part  of  this  year.   It  might  be  appropriate 
for  us  to  proceed  on  this  as  rapidly  as  possible  in  order  that 
you  may  be  in  a  position  of  placing  the  necessary  purchase  orders 
for  materials  with  adequate  lead  time  to  avoid  any  lapse  of 
production  in  the  factory,   I  should  further  point  out  that  we 
are  experiencing  extreme  delays  in  all  of  our  export  license 
applications  being  approved  at  this  time.  This  is  tn»e  for  any 
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country  where  applications  that  used  to  take  a  few  veeis  for 

approval  are  now  taking  a  few  months.   Of  course,  an  anendiaent 
to  the  license  agreement  would  have  to  be  cycled  through  the 
State  Department  once  again. 

I  look  forward  to  receiving  word  from  the  Republic  of  Korea 
regarding  their  decision  on  the  production  of  additional  quanti- 
ties of  M16*8  for  the  Republic  of  Korea. 

Sincerely  yours. 


H.P.  Stone 
Vice  President 
International  Operations 


HPS/IA 

cc:  E.  Reardon 
P.  Gubbins 
R.E.  Roy 


363 


REPUBLIC  OF  KOREA 

MINISTRY  OF  NATIONAL  DEFENSE 

SEOUL.  KOREA 


::::CLivcP 
/•r,.  2^  .-/. 

H.  p.  SiONE 


'OFFICE    OF    THE    DIRECTOR 
DEFENSE  INDUSTRY  BUREAU 


H    April  1977 


*'r.   '*a^v(>n  ".   '"'tons 

rp-.p^^'ont,    Tntemation^l    '"^n-^ rations 

^■ire^i-m';  "ivisinn,  Colt  In'iustri'^s 

3  50  "u^^hone    '*v?r'je 

"^rforri,   Conopct^ciit  06102 

".    S.    A. 


;r.   -jtop": 


'"^irinp  the   past  vsars,   our  pro^luction  schedule   for  the  K-16 
ri''Te«;  has  benn   ?'icc"i?s'""l] v   launciied,    which   is   attributable  to  your 
'^os"'tive   s'Toort   and    'ri'^ncnv   C' r'Tation.      In  this    r.'gari,   we  would 
like  to  oxrr^ss  our  sincere  appreciation. 

However,   we  have   recently   receivs<i   an  uncxcected   letter  from 
*'r.   ^earnon,  ''anaper,   'Contracts  anrJ   Tnterr^tional  Aj^ninis'- ration, 
Colt  ''i  rearms  Hivisjor,   which   request  us  to  cease  attempting  I'-16 
ri.:^l?'s  sales  to  thiri   countries,      '^or  your  ii^'oimation  and  attention, 
I  have  attached   herewith  copies  of  "r.   Ueardon's  letter  and  my   reply. 

Tt  is  to  he   r9rrr»tt?d  that  we  are  advised   froTi  your  staff  to 
ce?<?e  in^rinpo-'ent  or  the  rnjtua""    *-ree"Tert.      As  you  understand,   we 
still   need  more    ri''lps   ''or  in-countrv   renuir-J'Tent.     In  case  the 
s'^t'iations  are  developed   and  enable  us  to   sell    such  items  to  third 
countries,   we,   no  doubt,  will   imnediatelv  consult  in  advance  with 
vou   and  vour ''■overrnert.     '.'e  would   like  to  knov/  tne   source  ivhere 
such   r round! ess   nj-nour  vras   rerieratcJ,   which  is  only  rietri^:;ntal  to 
the  traditional    rrienrily  ties  between  our  two  countries. 

"e  hoop  Colts  vould   trust  us  and   he  with  us  in  keeping  the 
tei-rs  and   conditions  of  the   aforesaid  Afres'^ient. 

Sincf^relv, 


M^ 


or  "^reral 
I- i  lector 


RCH:  kmy 
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REPUBLIC  OF  KOREA 
MINISTRY  OF  NATIONAL  DEFENSE 

SEOUL.  KOREA  ^ J-  O 


OFFICE    OF    THE    DIRECTOR 
DEFENSE  INDUSTRY  BUREAU 


I'r.    ^.T.   ''eardon 

T^anarer 

"ontracts-TntemationaT    Ad ninist ration 

^jrearns  Division,   "olt  Industries 

ISO  ''ijvshop-   Avenue 

I'art^ord,   'Connecticut  06102 


^nzz 


Hear  "r.   "^eadon: 

'''e  have   adnowTed  0:3d  vour  letter  of   17  March   1977    regarding 
M-?6  °i''le    Arre?-^nts  bet'-veen  the  -ovemment   of  the   Republic   of 
Korea   and  "olt  Industries. 

It  was  a   sudden  surorise  to   receive  your  letter  which  advises 
us  that  our  •^overm^nt   is  atteroting  sales  of  11-16   rifles  to  third 
countries.      T  understand   that  there  is  not  a  "-I6   rifle  or  even  a 
snail   Dart  o^  it  which  was   sold   to  other  countries  by  our  Covemr?.snt. 
Tn  order  to  cope  with  the  Xorth,   v.e   need  more    rifles  and  parts  of  it 
for  in-countn/  use.     Ther^foire,   ^riradier  ''teneral   Kim,   Sang  Hun  and 
his  party  were   sent  to  the  ^'nited  5t?tes   last  "TKanth  to  cons:ilt  vrith 
your  ''ovenrnent  and  your  Company  on  the  additional  production  of 
ri'les.      As  vou   already  be   aware,    the   sales  of  ROK  Produced  M-16 
riries  to  third    countries  were   not  discussed  at  that  time.     V/ithout 
prior  consultation  ^ith  your  '^ovemrrvsnt   and  your  co-?pany,   we   v/ould 
not   att^-^pt   such   sales.      It   is  hard   to  believe  that  you,    a   key 
*'ana^er  o**  our  oroud    oartner  Colt  Industries,   have   sent  us   such 
groundless  advice. 

Af^ain,   I    con'irr  that  our  Oovem-i^ent  is   faithfully  implementing 
all  t^e    'tpree-.ents  established  between   friendly  nations  including 
the  ''nited   States  of  America. 

Sincerely, 


r-jD,   3AV.  S'JK 
.ior  Genera"' 
director 


ROK  Anry 
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30.  Interarms  interoflSce  memorandum,  dated  May  15,  1977 


I  NTER-OFFICE 


7) 


/ 


M=NTERARMS  VIRGINIA  (RSW)  Ma  (HsViS5l^lT;7rrr~°^//AY  15,  1977 
"o^^  INTERARNS  MONACO  (SO 

1.  KOREANS:  ToNGsuNG  Park,  plus  three  others  came  up  as  scheduled  and  spent 

THE  WHOLE  DAY  WITH  US  IN  MANCHESTER  ON  THE  12tH.  We  TALKED  ABOUT  MANY  MATTERS' 
BUT  IT  SEEMS  TO  BOIL  DOWN  TO  THE  FACT  THAT  THEY  WOULD  LIKE  A  SiNGAPORE-TYPE   ' 
AGREEMENT  AT  LEAST  IN  A  CONCULTING  SENSE  WITH  INTERARMS  AND  WILL  BE  SENDING 
tAEJkU   OUTLINE  CONTRACT  ALREADY  THIS  WEEK  THEY  SAID.  L  IN  TURN,  MADE  A  LOW" 

(.r  KEY  PUSH  FOR  THE  KOREAN  SURPLUS  AS  A  STARTER  FROM  OUR  SIDE  WHILE  NOT  RE- 
FUSING ANY  CONSULTANT  CONTRACT,  ^ER  SE ■  PaRK  IS  NOW  FULLY  ESTABLISHED  IN 
LONDON  AS  HIS  OVERSEAS  OPERATIONAL  BASE  BUT  FLIES  BACK  AND  FORTH  TO  KOREA 
NEARLY  EVERY  MONTH:  HE  LEFT  ALREADY  AGAIN  THIS  WEEKEND  AND  PLANS  TO  RETURN 
IN  EARLY  JUNE  WHEN  HE  MAY  CALL  AGAIN.  HiS  KOREAN  ASSISTANT,  JiNSUK  KIM,  LIVES 

IN  Arlington  and  will  be  visiting  you  in  Virginia  probably  either  later  this 

MONTH  OR  in  EARLY  JuNE.  He  SAID  HE  D  MET  RSW  BEFORE  BUT  APPARENTLY  NEITHER 
OF  YOU  WILL  RECALL  THIS  AS  HE  CALLED  RSW  "ChARLIE  WiNTER.  In  ANY  CASE  HE 
SPEAKS  PERFECT  ENGLISH  AND  WANTS  TO  SEE  ALEXANDRIA  +  NlBLAND  SO  GIVE  HIM  THE 
USUAL  GOOD  TOUR  AND  LUNCH  JUST  AS  WE  DID  FOR  THE  WHOLE  GROUP  IN  MANCHESTER. 
IN  THE  MEANTIME  IlL  PROBABLY  HAVE  THEIR  IDEA  OF  A  DRAFT  CONTRACT  AND  WILL 
REP/Y  AS  NECESSARY  SO  YOU'lL  BE  UP  TO  DATE  HERE.  We  LL  KK  THIS  QUIETLY  ALONG. 
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31.  Interarms  telex,  dated  May  16,  1977 

zzwz  479258HC  17rjGii.:.QS[JnjC:;iipv^ 

136  1841  \llf                      r      .     >Al 

25896     ESIIAV  G  !''';    ■   1,^7  ia  ic»v       V^ 


HAY  16.1977 

QUR  REF  ESNM  2^1 


FOR  THE  ATTN  OF  MR.  S.  CUmiNGS.  PRESIDENT.  INTERARMS. 

FROM»  R.  J.  CONKLlNGx 

AHI  IMPROVEMENTS  ON  THE  FOLLOUKIG  DRAFT  ARE  WELCOMED. 

MR.  PARK  AS  A  MATTER  OF  COURTESEY.  SUGGESTS  THAT  J.S.  KIM 
HAND  DELIVERS  THE  LETTER  TO  THE  DEFENCE  MINISTRY. 

THEREFORE  IT  UOULD  BE  GREATLY  APPRECIATED  IF  YOU  WOULD 
FORWARD  THE  SEALED  LETTER  TO  MR.  KIM  IN  SEOUL  OY  AIR 
EXPRESS  AT  THE  FOLLOWING  ADDRESS: 

MIRYUN6  MOOLSAN  COMPANY  LTD.. 

7TH  FLOOR.  JEBUN  BLDG., 

S.YANG-DONG.  - 

CnUNG-KU. 

SEOUL*  KOREA. 


REGARDS. 

R.  J.  CONKLING. 


QUOTE 


HIS  EXCELLENCY.  GENERAL  JONG  CHUL  SEO. 
MINISTER  OF  DEFENCE. 
REPUBLIC  OF  KOREA. 


DEAR  GENERAL  SEO. 

I  HAVE  NOT  HAD  THE  PLEASURE  OF  MEETING  YOU  PERSONALLY.  BUT 
I  WRITE  TO  SAY  HOW  MUCH  WE  ADMIRE  THE  WAY  IN  WHICH  YOU  AND 
YOUR  GOVERNMENT  HAVE  MODERNISED  THE  COMBAT  EQUIPMENT  OF 
YOUR  FORCES  IN  THE  TWENTY  FIVE  YEARS  SINCE  THE  END  OF 
THE  KOREAN  WAR.  UNDER  THE  INCOMPARABLE  INTERNATIONAL 
PROBLEMS  AND  THE  CONTINUOUS  PRESSURE  FROM  THE  NORTH.  WE  ALL 
Ki.CW  THAT  THIS  WOULD  NOT  HAVE  BEEN  POSSIBLE  WITHOUT  THE 
STRONG  LEADERSHIP  OF  PRESIDENT  PARK  CHUNG  HEE. 

INTERARMS  IS........  (I  SUGGEST  YOU  FILL  |N  FULL  DETAILS  OF 

INTERARMS  OPERATIONS  HERE) 

IllTERARMS  HAS.  IN  THE  PAST,  NEGOTIATED  THE  SALES  OF  ARMS 
SURPLUS  .MATERIAL  FROM  EVERY  MAJOR  COUNTRY  EXCEPT  RUSSIA  AND 
CHINA.  IN  VIEWING  YOUR  ARMAMENT  MODERNIZATION  PROGRAM,  WE  . 
ARE  LED  TO  BELIEVE  THAT  SOME  Of  YOUR  OUT-OF-DATE  ANO/OR 
OBSOLETE  EQUIPMENT  WOULD  BE  OF  GREAT  INTEREST  TO  OUR 
FOREIGN  GOVERNMENT  CUSTOMERS,  AND  WE  WOULD  BE  MOST  INTERESTED 
IN  THE  PURCHASE  AND  RESALE  OF  YOUR  SURPLUS  EQUIPMENT. 
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!  HAVE  HAD  THE  PLEASURE  OF  MEETING  MR.  JINSUK  KIM,  VICE  PRESIDENT 

^f^^n^  ^l^'i^fof°'''''^^^  '^  ''^   ESrABUSHMENT  iJ/mANCI  STE  ^^^'^ 
ENGLAND  ,  AND  DURING  THE  COURSE  OF  CONVERSATION.  WE  DISCUSSED 
THE  POSSIBLE  DISPOSAL  OF  MILITARY  MATERIAL  FROM  KOREA 


SO  THAT  YOU  MAY  BETTER  UNDERSTAND  THE  SCOPE  OF  OUR  OPERATIONS, 
I  UOULO  LIKE  TO  EXTEND  TO  YOU.  OR  A  MEMBER  OF  YOUR  STAFF  A 
CORDIAL  INVITATION  TO  VISIT  OUR  FACILITIES  IN  SINGAPORE. 
MANCHESTER.  ENGLAND  AND  ALEXANDRIA.  VIRGINIA. 

IF  YOU  COULD  SEE  YOUR  WAY  TO  ACCEPTING  THIS  INVITATION.  IT 
UOULO  GIVE  US  THE  GREATEST  PLEASURE  TO  MEET  YOU. 

SAMUEL  CUMHING3.  PRESIDENT. 
INTERARHS. 


UNQUOTE 

%% 

un 

CLEAR  AND  WE  WILL  USE  YOUR  SUGGESTED  DRAFT  WITH  SOME  SLIGHT 
MODIFICQTIONS  INTO  MORE  OF  AN  *'  INTERARMS  SYNTAX*'  .  PLEASE  NOTE 
WE  CANNOT  EXTEND  AN  INVITATION  TO  VISIT  SINGAPORE  WITHOUT  ADVANCE 
COORDINATION  AND  APPROVAL  OF  OR  GOE  THERE  WHO  IS  THE  MINISTER  OF 
DEFENSE  AS  AS  ADVISED  OUR  SINGAPORE  OPERATION  IS  A  •'NAME" 
OPERATION  FOR  MINDEF  SINGAPORE  AND  NOT  A  PRIVATE  INTERAT^MT 
OPERATION  AND  THEREFORE  IS  ENTIRELY  OFFICIAL.   IN  OUR  VIEW 
MANCHESTER  AND  VIRGINIAN  REFLECT  OUR  OPERATIONS  PERFECTLY  AND 
WE  PREFER  OFFICIAL  VISITS  THERE  EXCEPT  FOR  SPECIAL  PROJECTS 
WHICH  MAY  LATER  RELATE  TO  SINGAPORE.  WE  WILL  PREPARE  YOUR 
LETTER  AND  DISPATCH  SAME  IMMEDIATELY  AS  REQUESTED  WITH  OF  COURSE 
A  BLIND  COPY  TO  YOU  IN  LONDON. 

UNRELATED  WE  HAD  TODAY  YOUR  LETTER  OF  13  HAY  AND  R&SPONDEO  AND 
WE  AWAIT  YOUR  SUGGESTED  DRAFT  COORDINATION  AGREEMENT  BETWEEN  US 
AS  DISCUSSED  INFORMALLY  WITH  MR  CONCKLING  LAST  WEEK  IN  LONDON. 

-.  -.  ANY  FURTHER  COMMENTS  PLEASE  ♦♦ 

THATS  ALL  FOR  NOV.  THANK  YOU  FOR  YOUR  IMMEDIATE  RESPOSNSE+ 

OK  AND  BIBI 

SCMC  479258MC 
0 


35-283  0-78 
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32.  Letter  from  Samuel  Cummings,  Interarms,  to  Gen.  Jong  Chul  Seo,  Minister 
of  National  Defense,  dated  May  17,  1977 


Replremce:-  F-iQ/r:'-'nn3 


l^'^^R 


^^Ms 


May  17.  1077 


'*;is  fxcELLGNCv,  ^^mcral  Jojin  Chul  Seo 
^Jn;icTCR  or  '':-fensi: 
r:?tj?Lic  OF  ror.EA 
'Jto'jL*  Korea 


Deap  Osnepal  Tfo, 

ALTiXuci'i  I  AAV^  ;:'"-T  HAD  t»;e  PLC^3•J^^:  :/ 
I  kgfl  ycu  ''ii'..  v.LOv  MP.,  ;:v  f-'.:  pil*:'---:! 
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ReFEREncE:-  E-19/i:23G63 

I          N         T         E 


May  17,  1977 

M  S 


l.ACT  \':ZU<,  MZ   i:/D  ThE   PLFAGUI'e  OF  A  VISIT  TO  OUR  BRITISH  DE- 
POTS Vi  f!/i;cK'i-:>:Tuf;.  or  Hr.  Jii'j'jiiK  Kim/  Vicf.  Presidf.wt  of 
':::}??,  iRADn^G  Co^/amv  aiiij.  uuiari^a  oi)irni?a»:,GioNs,  \ie.  comsideh- 

::ATcr^!;;L  ruor;  ^Vi^tA.  rn,  Kiri  y  visit  iiAii  rm^MPTui)  this  ietivm 

TO  YOU  AM?.   (iO  THAT  YOU  ra^iY   VCOf^CFl f  lihYTHH   UliDilfvSTAi^D  TMF 

^::GPL  Or    Oi-R  (irri:.\Tiu-:G.    MfOUlD  tlKt£  to  DHCUD  TO  YOU/   OR  A  flEMBCR  0 

^•r  YCLrrTArf/  oun  cc.^ihal mvitatich  to  visit  our  facilithis  in 
..;C-;'r~r7":/  i-.;ic:rf-D/  on  /LUXAm);aA/  Vir.>-iiiA,  lJ,?^./\.  If  it  if; 
C';^c■rf:l^w(  rcn  vou  to  acclI-t  cur  invnvviioii  \u  th^  NcAR  futuri'/ 

IT  k:r"ULD  GlVr   IH:  TH>    TRuAVlDT  PLUA^Ui:;:  TO  V.ELCOrlEi   VOIJ  AfID  Wl 

cciar  cOhSirn-:  Tocar^'cn  specific  p.^ovi^^rs  ron  inn  isFOSFiT  of 


\ti7H  tyr^' 


(>f  oLf  MinF'HST  ESvrH'v  T^»i:i"AU:, 


C:    I(!Tc--:ARi 


if-:, 
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33.  Letter  from  Maj.  Gen.  Yoo   Sam   Suk,  Ministry  of  National  Defense,   to 
Samuel  Cummings,  Interarms,  dated  May  28,  1977 


REPUBUC  OF  KOREA 

MINISTUY  OF  liATlONAL  DEFENSE 

SI^UL.  K01i£A 


OmCB   OF  THE    DIRECTOR 
DEFENSE  INDUSTRY  BUREAU 


28  May  1977 


Tntarams 

"'ntwmntion  ''•roup 

^OBt  ^f  Ic^'^ox  f^t^,  Vonte  C«rlo,  Moniico 


')'»«r  ^r.  Cuwndnget 


1NTERARMS 

I      MOV  II  vm      I ; 

WON  re  CAVao.  mji..>^Q 

fzxnzzcn 


T  vnuld  4ik«  to  expiwaa  mr  slncers  appreciation  to  you  for 
▼our  Inter^nt  In  the  *^T|f  forces  Kodemlzatlon  Progranu 

Movffver,   elnea  our  program  la.  still  under  way,  ab  you  are 
veil  a'-mro,   any  wim.lua  or  excese  ecMlp.ujnt  aro  not  available  for 
nnlee  at  oresont  tlfne.- 

T  aseurert  you  that  we  will  infoma  you  when  equipment  become' 
«vjiiTJ»ble  for  sfl]'»9. 

'''  wish  vou  the  continue  auceae  in  the  future. 


Sinterely  youra. 


""^ha^or  General,  ROK  Amy 
director 
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34.  Letter  from  S.  K.  Moon,  Tong  II  Industries,  to  Colt  Industries,  dated 

September  13,  1977 


1.  FACTO«Y:SOS  SUTACKHI.  KUPIEPU. 
YANG  JU<5UN. 
KYU.^KJGIDO-  KOREA 
TEU  07  7SS2-3 


MAKCKS,   EXPORIERS,   IMPORIERS 

6TH  FLOOR     MIRVJ  BLDQ..   75-9. 
2KA.  CHONGRO  C  -ONGROKU. 
SECX'L.  KOREA 
TEL77ISOt-5  f 

K.P.O.Uox  in«;7  SEOUL 

CABLE  :        VL\VHACC\  SEOUL 

TELEX  K2S549 


2.  FACTOR Y;CHANGWON  MACHINERY 
?         INDUSTRY  ZONE.      A— 4, 

i      TEL  5-2024-6 
1 


The  President. 
Colt  Fireiir.:!S, 
Hireford,  Connecticut 
Oc1C2,   1-....M. 
Telex  99/*/.?! 
Colts  fire  llfd. 


Dale.  ..-e?t  -_J_?t—iyi' 
IJ  o .      77-TCL-1  29 


Cjubject    :      Ap:->rovMl   of  j>rod<ictjon  biiU  ex',<ort  of  Larrrl   for  ]J16  Rifle 


D=ar  sir   : 

Our  CoTi.-..-;r.y-   i -j  one  of  r -.•kcrs,    fx-^-^i-l   rs  "uiJ   j  :inorl'~rs  of  nod.  -  n<-r3' 
tools,   anu  -ilsr),    •''c-   -iiir  of  <i]-it.   r-  --u  v-^li  ^ ' ;. ,   vr.    -•r:    pirL-^ci  r-.Vinf  in 
defence  indvistr.-   for  Uir   -iui-^o.-o  of  I'.or  ';    .^eJVuc-j. 

On  this  occ-sion,  ve    jT'^-  utterK'-.tin;-  lo  product  i  jrrfl  of  I'Mfc  Rifle 
and  to  export  to  c^juntries  of  .*■ -^uth-r   st  =.3;.*  of  firiendly  n'jtj^ns, 
Prior  to  fet  the   up-iroV']    of  Korean   rovern-  c-nt,  v;e  v.-ould  like   to  kno.-.  v.-iiether 
ynu  can  apnrov^  it. 

Further  rinre,   v;e  v.'u'-ld  like  to  i:now  \.:irL.ier  we  hive   to  ^ret   ?utliori:-ztion 
of  D.O.D.   in  your  coiintr;\-. 

If  above  n- r;^   2  f   3  i  s  to  be  possible  to  r»>  lir.e,   ren*.iest  your  iiif  or.viti  on 
about  the  ineUiods  'imi  procedures  to  get  the  ap,)roval/authorization  of  above 
project. 

Tha-.kin£  you  in  .jJvji;ce  and  loolcinr  forward    to  hear  fron  y lu. 
We   rCiTiain. 


'our  very  turely. 


i/._/^___^?i>^ 


The   lu-'joidcnt 
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35.  Letter  from  H.  P.  Stone,  Colt  Industries,  to  S.  K.  Moon,  Tong  II  Industries, 

dated  September  27,  1977 

September  27,  1977 


Mr.  S.  K.  Moon, 

President 

Tong  II  Industry  Co.,  Ltd. 

K.P.O.  Box 

1087  Seoul 

KOREA 

Ref.:  No.  77-TOL-129 


Dear  Mr.  Moon: 

Thank  you  for  your  letter  of  September  13,  1977,  regarding 
production  of  the  M16A1  rifle  barrel. 

-'.  Colt  Firearms  Is  not  In  a  position  to  Issue  licenses  for  the 
manufacture  of  Its  products  or  Its  spare  parts  for  resale  to 
third  party  countries.  We  only  license  for  the  manufacture 
of  rifles  In  a  country  that  uses  them  In  their  own  territory. 

Furthermore,  ve  do  not  believe  that  the  U.S.  State  Department 
would  approve  such  a  license  arrangement. 

Thank  you  for  your  Inquiry,  and  I  do  hope  that  you  understand 
.  our  position  on  this. 

'  Sincerely  yours. 


H.P.  Stone 
Vice  President 
International  Operations 


i  ■  •  .  ■ 

cc:   C.E.  Warner,. P.  Gubblns 


363 


36.  Telex  from  H.  P.  Stone,  Colt  Industries,  to  Major  General  Yoo  Sam  Suk, 
Ministry  of  National  Defense,  dated  October  19,  1977 

C»LTS    FIRE    HFD  ^\  ^  '"/^/^^<^ 


7  8?/230?Z 

0  1 12412  11549     10/19 


ocr^ 


K  UKBANQ  K2307     -  J  Q 

MINISTRY  OF  NAT'L  DEF.  /^ 


REP.  OF  KOREA 
SEOUL*  KOREA 


OFFICE  OF  THE  DIRECTOR 
DEF.  INDUSTRY  BUREAU 


ATT|»   MAJOR  GENERAL  YOO*  SAM  SUK 

THE  FOLLOWING  LETTER  IS  BEING  SEN  T   TO  YOU  TODAY*  BUT  I  AM  SENDING 

THIS  TELEX  IN  ADVANCE  SO  THAT  PROMPTER  ACTION  CAN  BE  TAKEN: 

D  EAR  GENERAL  YOO: 

COLT    HAS    RECEIVED    NOTIFICATION    FROM    THE    U.S.     DEPT.    OF    STATE    TWAT 

IT    HAS    NO    OBJECTION    TO    THE    REP.     OF    KOREA    PRODUCING    300*000    ADDITIONAL 

M16    RIFLES. 

BEFORE  COLT  PROCEEDS  WITH  THIS  AMENDMENT*  IT  UJULD  APPRECIATE  YOUR 
CONCURRENCE  TO  AMEND  THE  PAYMENT  METHOD.   THIS  REQUEST  IS  PROMPTED 
BY  THE  PAY>1ENT  DELAYS  THAT  HAVE  BEEN  ENCOUNTERED  OVER  THE  PAST  YEAR* 
RESULTING  APPARENTLY  FROM  DRAWDOWN  LIMITATIONS  AND  ADMINISTRATIVE 
POLICY  AND  PROCEDURAL  DELAYS*    IT  IS  POSSIBLE  UNDER  FMS  FUNDED 
PROGRAMS  TO  HAVE  LETTERS  OF    CREDIT  ESTABLISHED.   MAY  WE  HAVE  YOUR 
CONCURRENCE  ON  THIS  METHOD  WHEREBY  A  LETTER  OF  CREDIT  BE  ESTABLISHED 
YEARLY  FOR  AN  AMOUNT  COVERING  THE  ROYALTIES  DUE  ON  THE  CURRENT 
ANNUAL  ANTICIPATED  RATE  OF  PRODUCTION*  PERMITTING  QUARTERLY  MINIMUM 

PAYMENTS  IN  ACCORDANCE  WITH  ART.  X*  PAR.  1  OF  THE  LICENSE  AGREEMENT 
AND  SUBSEQUENT  QUARTERLY  PAYMENTS  IN  ACCORDANCE  WITH  ART.  IX  OF  THE 
LICENSE  AGREEMENT.    SINCE  THE  S?  PER  RIFLE  ROYALTY  REMAINS  THE  SAME 
AS  ESTABLISHED  IN  1971*  IN  SPITE  OF  INFLATION*  WE  FEEL  THAT  THE 
ABOVE  REQUEST  IS  A  REASONABLE  AND  FAIR  REQUEST. 


IT  W©ULD  ALSO  APPEAR  APPROPRIATE  AT  THE  TIME  OF  THIS  AMENDMENT. TO 
TERMINATE  THOSE  CLAUSES  UNDER  BOTH  THE  LICENSE  AND  TECHNICAL 
ASSISTANCE  AGREEMENTS  THAT  HAVE  BEEN  ACCOMPLISHED  OR  ARE  NO  LONGER 
APP4.ICA8LE. 


AS  SOON  AS  I  RECEIVE  YOUR  CONCURRENCE  AND  THOUGHTS  ON  THESE  MATTERS* 
I  WILL  PROMPTLY  FORWARD  A  REVISION  TO  THE  CONTRACT. 

REG/)RDS 
H. P.-  STONE 
VICE  PRESIDENT 
INTERNATIONAL  OPERATIONS 
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37.  Telex  from  H.  P.  Stone,  Colt  Industries,  to  Major  General  Yoo  Sam  Suk, 
Ministry  of  National  Defense,  dated  November  10,  1977 

RCA    GA 
■>812307i 

COLTS    FIRE    HFD 


NOV    10    1114    486715 

NC       rt3«    WE    RETRr 

0  CC    MOM    WE    RETRY 

K  UKBANG    K2307 

MINISTRY    OF    NAT 'L    DEFENSE 

REP.     OF    KOREA 

SEOUL*     KOREA 


OFFICE    OF    THE    DIRECTJR 
DEF.     INDUSTRY     BUREAU 


ATTN*:        MAJ.     CEN'L    YDD,     SAM    SUK 


TO    DATE    I     HAVE    RECEIVED    N3    RESPONSE    TO    MY    LETTER    AND    TELEX 
BOTH    DATED    OCTOBER    19*     1977. 

WOULD    YOU    KINDLY    LET    ME    HEAR    FROM    YOU. 


REGARDS 

H .    P    STONE 

VICE    PRESIDENT    -     INTERNATIONAL    OPERATIONS 


.  ;       COLTS    FIRE    HFD 

.;      KUKBANG    K2307 
COLTS    FIRE    HFD 


0003.2 
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38.  Telex  from  Tang  II  Industries  to  Colt  Industries,  dated  November  15,  1977 


COLT    FIRE    HFC 

GRIFF  IS    A    ROME 

TT 

00  51     EST» 

CCLT    FIRE   HFC 


t^Qv 


^5 


/^ 


Wr 


/^ 


TCNGIL    K285^9 
SEOUL   NOV/ 15/ 77 

RE:     DISCUSSION    OF    K16     RIFLE    THANK    YOU    FOR    YOUR    LETTER    OF    SEPTEMBER 
27.      1977. 

WE    WANT    TO    DISCUSS    ABOUT    M16    RIFLE-     PLEASE    AEVISE    US    WHICH     IS     BETTER 
WAY    FOR   YOU    TO    MEET    YOUR    REPRES  E^J  TAT  IVES     IN    U.S.A.     OR    HERE    IN 
KOREA.     IF    YOUR    MEN    ARE    IN    KOREA    AT    PRESENT. 


EDLT    FIRE 


"•'it 


TCNGIL    K235^9 
VIA    ITT 


39.  Telex  from  H.  P.  Stone,  Colt   Industries,   to  Tong  II  Industries,  dated 

November  15,  1977 


wui 

COLTS    FIRE    HFD 

7>8T^3  5  49Z 

OOaTiSSl  08^1  11/15 


TONGIL  K28549 

IN  RESPONSE  TO  YOUR  TELEX  NOVEi^BEH  1  5»  1977.*  REGARDING  f^  1  6 
DISCUSSIONS*  I  REGRET  THAT  I  CANNOT  COME  TO  KOREA  AT  PRESENT 
DUE  TO  OTHER  EXISTING  CO.^Ml  TMENTS.   I  WOULD  BE  ABLE  TO  MEET 


^ 
'^0, 

4"'^ 


W-lTri    fOUR    REPRESENTATIVES    IN    THE    U-S.A. 

WOULD    YOU    KINDLY    ADVISE    ME    AS    TO    NAMES    OF    YOUR    REPRESENTATIVES 

THAT    WOULD    BE    DISCUSSING    THIS    MATTER    WITH    ME    AND    THE     TIME     WHEN 

THIS    CAN     BE    DONE. 

REGARDS 

H.P.     STONE  ^ 

VICE    PRESIDENT 
INTERNATIONAL    OPERATIONS 
COLTS    FIRE    HFD 


TONGIL    K28549 
GDI  .5    MIN 


40! 
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40.  Interarms  interoflfice  memorandum,  dated  November  17,  1977 


INTER-OFnCF      Me'm  6'r"A  N'D'TJ  M"''!.,  /U 

TO     INTERARMS  VIRGINIA  (RSW)  Ma  (fe..;™^^^  17,  1977 

f"o^  INTERARMS  MONACO  (SO  WliSlf  r|li>' ( 

SUBJECT  KOREA:  VISIT  OF  ROBERT  CONKLINf  "^  ir-^- 

1.  As  PER  OUR  PRIOR  NEWS/  CONCKLING  ARRIVEd' TODAY  AND  WE  HAD  A  NICE  SHORT  DIS-  - 

cussiON  AT  Nice  Airjort  as  he  was  en  route  from  Rabat  back  to  London  and  will 
BE  going  on  to  Seoul  next  week  to  see  Tongsung  Park.  He  himself  is  Tongsung  s 

chief  executive  and  will  BE/  HE  SAYS/  MOVING   PERMANENTLY   TO  LONDON  THIS  YEAR 
closing  down  His  ..'ATERGATE  FLAT  IN  '..'ASHI  NGTON.  Hc  SAYS  ToNCSUNC  HOPES  TO  HAVE 

"his  usg  problems  basically  settled  by  about  january  when  he  will  return  to 
London:  he  didn  t  think  these  would  be  too  much  trouble  to  sort  out,  he  said. 

2,  Conkling  gave  me  a  letter  from  the  general  in  charge  of  the  Korean  defense 

INDUSTRY/  COPY  ENCLOSED.  WHICH  WAS  IN  REPLY  TO  MINE  TO  THEM  LAST  MaY.  ThE  ORIG- 
INAL HAD  BEEN  GIVEN  TO  TONGSUNG  pARK  TO  GIVE  ME  BUT  HE's  BEEN  NOT  ABLE  TO  MOVE 
^ND  THEY  DIDN  T  WANT  TO  SEND  IT  FOR  "SECURITY"  REASONS,  IF  YOU  CAN  IMAGINE  THAI 
ONE.  In  any  case  there  S  no  REPLY  NECESSARY.  He  ALSO  GAVE  ME  THEIR  PRESENT 
^ANr=^  OF  PRODUCTION,  COPY  ENCLOSED,  AND  SAID  THEY  WERE  INTERESTED  IN  DISCUSS- 
ING  WITH  US  THE  POSSIBILITY  OF  INTERARMS  BEING  THEIR  EXCLUSIVE  EXPORT  SALES 
OFFICE  FOR  THIS  MATERIAL  ON  AN  OFFICIAL  BASIS  OPERATING  OUT  OF  MANCHESTER  AND 
COORDINATING  THROUGH  A  KOREAN  GOVERNMENT  OFFICE  IN  SeOUL.  I  SAID  WE  WOULD  CON- 
SIDER THIS  WITH  THEM  WITHOUT  MAKING  ANY  COMITMENTS.  I  SAID  WE  NEEDED  TO  KNOW:- 

a)  The  present  net  FOB  .Korean  Port  costs  for  each  of  the  listed  items  and 

THE  relative  RATE  OF  PRODUCTION/  THE  LATTER  EVEN  IF  INFORMALLY. 

b)  IF  WE  TOOK  THIS  ON  WE  WOULD  ONLY  CONSIDER  IT  ON  AN  EXCLUSIVE  BASIS  WORLD 
WIDE  WITH  ALL  PURCHASE  REQUESTS  REFERRED  TO  US  FOR  STAFF-OUT  AND  LICENSED 
ORDERS  TO  SfOUL  FROM  MANCHESTER  AND  THAT  ALL  EX-KOREA  PRICES  INCLUDE  2% 

FOR  INTERARMS  no  matter  what  and  we'd  set  up  sale  price  data  sheets'  (eaci- 

A  different  color)  for  GEOGRAPHICAL  AREAS  TO  BE  COMPETITIVE  AS  FOLLOWS:- 

i)  Africa:  their  net  cost  to  us  +  107, 
ii)  Middle  East:  their  net  cost  to  us  +  15% 
III)  Latin  America:  their  net  cost  to  us  +  57o 
-     iv)^Europe:  Their  net  cost  to  us  +  M7, 
v)  Far  East:  Their  net  cost  to  us  +  107, 

I  r     explained  in  our  color  price  "data  sheets"  reflecting  the  ABOVE/  WE 
WOUL.   ALSO  include  2%  FOR  OURSELVES  BUT  WE  D  WAIVE  THIS  AND  ALL  OTHER  COMMI- 
SSIONS IN  A  COMPETITIVE  POSITION  BUT  WOULD  ALWAYS  EXCEPT  THE  It   FACTORY  COM- 
MISSION IN  ANY  CASE.  He  TOOK  NOTES  ON  ALL  THIS  AND  SAID  HE  COORDINATE  IN  SeOUL. 

3.  CoNKLING  ASKED  ABOUT  SlNGApORE  AND  I  BRIEFLY  OUTLINED  OUR  INTERARMS  ASIA 


LONKLING  SAID  HE'D  COORDINATE  ALL  THIS  IN  biEOUL  AND  lONGSUNG  WOULD  ALSO  WITH 

PRESIDENT  Park  and  President  Park  might  want  me  to  come  out  this  winter  and 

MAKE  A  FORMAL  DEAL  WITH  THEM  IF  HE  CHOSE  TO  GO  AHEAD  ON  THIS  MODUS  OPERANDI. 
I  SAID  I  DIDN  T  REALLY  WANT  TO  GO  ANY'JHERE  OUT  OF  EuROPE  AT  PRESENT  BUT  IF  IT 
_MS  NECESSARY  TO  CLOSE  AND  REALLY  TO  CLOSE  ON  THE  FOREGOING  BASIS  I  AGREED. 

4.  I  don't  NECESSARILY  EXPECT  ANYTHING  TO  COME  OF  ANY  OF  THIS  BUT  WANTED  TO 
ADVISE  YOU  BOTH  OF  THE  PRESENT  STATUS  AND  CONKLING  HIMSELF  WILL  BE  BACK  IN 

LuROPE  FROM  Seoul  about  December  15th  he  says  and  will  pass  here  en  route  back 

AND  give  me  the  LATEST  DETAILS  WHICH  I'LL  PASS  ALONG.  No  ACTION  BY  ANYONE 
necessary  at  PRESENT.  I  NOTED  (aND  HE  KNEW)  THAT  WE  CONTINUE  MODEST  PURCHASES 

p8^PT^^^N\^^R%'AR§^AkN\^K?Ti  ifi^Kj^^iN^ifiD^ra^s^^eD^^^Le  mMi  mMi} 

He  SAID  HE  AGRg£J5,,cWn;KFJHI5^.-AND„WQULD  ALSO  COORDINATE  THIS  MATTER  IN  SEOUL.. 


0:t. 
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41.  Telex  from   H.  P.  Stone,   Colt   Industries,   to   Tong   II   Industries,   dated 

November  21,  1977 


WUl 
*  COLTS    FIRE    riFD 

7'81?8549Z 

0101459     I32I      11/21  fiO\^ 

TONGIL    K28549 
■>'8128549 


^'>s;, 


WITH    REFERENCE    TO    m     TELEX    TO    yOU    DATED    J'iOV .     15,     1977, 
PLEASE    ADVISE    ME    AS    TO     THE    REPRESE.MTATI  VES    HERE     IN    THE    UNITED 
STATES    THAT    1     SHOULD    BE    DISCUSSING    THE    AXb    CONTRACT    EjXTENSlOM 
MATTERS    WIHT. 


REGARDS 
H.P.     STONE 


COLT    FIREARMS 


COLTS    FIRE    HFD 
XAPW    K28549 


TONGIL    K28549 
0  01.2    MIN 


42.  Telex  from  Tong  II  Industries,  to  Colt  Industries,  dated  November  22,  1977 


4-     C 


J. 


V  \         . 

RCA   NOV    22    0209« 

COLT   FIRE  HFD  '  ^ 

TONGIL    K28549 

SEOUL   NOV/22/77 

RE:     DISCUSSION    OF    M16    RIFLE 

1.  WE    APPRECIATE   YOU    VERY    MUCH    FOR    YOUR    TELEX    OF        16TH    AND       22ND 
NOV  EM  PER. 

2.  WE    NEEDD   SOME   MOPE    DAYS     TO    S  DJ  D    OUR    RLPRLi  EiOTATI VE    TO    YOU, 
IN    ORDER    TO    PRE-COORDINATE    IT    WITH    OUR    GOV  ERTJriLNT. 

3.  UPON    COMPLETING    COORDINATION,     WE    WILL    NOTIFY    YOU    ABOUT 
••WHO    AND   WHEN'*     OF-    OUR    SICE    TO    DISCUSS    WITH    YOU. 

CHO.     ,' 


TONGIL:     ^1R. 


COLT    FIRE  HFD 

TONGIL   K28549V0* 
COLT    FIRE   HFD 

WU    INFOMASTER  1-00206  50  3262  15 

ICS    UUMKTN    MLTN    VA 

ZCZC     15    WUMKTN    MLTN    VA 

TLX     99^421    COLT    FIRE    HFD 

PT 
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43.    Telex    from    Mr.    Cho,    Tong    II    Industries,    to    Colt    Industries,    dated 

November  28,  1977 


%^ 


*% 


m 


M 

RCA   NOV    2  7    23  53* 

COLT    FIRE   HFD 

TONGIL    K285^9 

SEOUL    NOV/28/77 

l.Lniir    P_P_F^I  rj:JT    wiLL    VISIT    YOUr.    CG::Pa:JY    FRr-^       12TH    TO 
DECEMPER     1977    TCniSCUSS    ^^  1  6    CONTRACT    LXT  EJ3  I  OW  . 
2.     DETAILED    irJFOrVATlCN    WILL    Tt    IJOTIFLEL    YOU    LATER    ON. 
SALES    MANATER  MR.     CHO. 


COLT    FIRE   HFD 
TONGIL    K285^9M 

44.  Telex  from  H.  P.  Stone,  Colt  Industries,  to  Mr.  Cho,  Tong  II  Industries,  dated       (_ 


December  13,  1977 


{I 


W.UI  (J///        '^^CE/j/£^ 

COLTS    FIKE    r(FD  ^^        ^       ^.^ 

78723549Z  /^  \  /I   0 1' C^ HPc^-. 

0  005746  1  606  h  2/  I  3     J  '  '^-  ^WNB, 

TONGiL  K28549 
ATTM:   rtR.  CHO 

REFERENCE  YOUR  TELEX  NJV.  23  ADVISl.^G  YOUH  PRESIDENT  PLANNING 

A  VISIT  HERE  DEC   12-J6. 

WE  HAVE  HAD  NO  FURTHER  CO.IvjuN  I  CAT  1  ON  FR0.>1  YOU*     AND  WISH  TO  ADVISE 

YOU  THAT  WE  CLOSE  FOR    THE  CHRISTMAS  HOLlDAfS  ON  DEC  2151.  AND 

REOPEN  AFTER  THE  NEfc  YEAR  HOLIDAf. 


REGARDS 
H.P.  STONE 


COLTS  FIRE  HFD 


TONGIL  K28549 
0  01.2  MIN 


45.    Telex    from    Mr.    Cho,    Tong    II    Industries,  to    Colt    Industries,    dated 

December  14,  1977 

RCA    DIX     13    I615* 
,COLT    FIRE   HFD  ^^PC/i,^ 

:    MOMM       T  ^^^IV^D 

RCA    DEC     13    1942*  .  U£q  ^ 


^TO^^ 


COLT   FIRE   HFD  **  **  'l9// 

TONGIL   K28549 
SEOUL    DFC/1^77 

1.  THANKS    FOR   YOUR    TLX    OF        1  5TH     DEC        1977. 

2.  MR.    MOON, 


COLT   FIRE   HFD 

TONGIL   K265A9  •  • 

SEOUL    DEC/ M/ 7 7  , 

l.-' rH,X>JK5"FCR   YOUn    TLX    OF        1  3TH     LLC        1977. 

^^'_H'_  f^Orj',     OUR    Pf.ESlDCJT    STARTED   FOR    U.S.  A    OInI     1  3TH     DEC    VIA    JAPATiJ. 

3.    HE    WILL   VISIT    YOUR    CO.     C/A    1  5TH    DEC. 

MR.     CHO.        SALES    MAIJAGER. 


COLT   FIRE   HFD 

TONGIL    K23549 A 

COLT   FIRE   HFD 
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46.  Letter  from  Robert  J.  Conkling,  Parkin^ton  Corp.,  Ltd..  to  Samuel  Cummings, 


Interarms,  dated  January  16,  1978 


JMN23  1978 


.    Parkingtoh  Corporation  LimiYM^EMiJTdyJ 

MANCHESTCR,  ENGLAND 

64  ROUTE  DE  FLORISSANT.    1206  GENEVA,  SWITZERLAND 


Mr.    Samuel  Cummings 

President 

Interarms,  International  Group] 

Monte  Carlo,    Monaco  stV 

Dear  Mr.   Cummings; 


li 


It 


16  January, 

'■"MS 

1978 

We  have  done  very  extensive  research  on  the  feasibility  for  the 
proposed  Joint  Venture.  Dealing  directly  with  the  appropriate 
authorities  and  the  several  companies  that  make-up  the  defense 
industry  of  the  Republic  of  Korea,  the  basic  mechanics  for 
operating  at  this  end  have  been  set  up. 

For  your  information,  a  quasi-government  company  for  this  particular 
project  is  not  possible  in  the  business  framework  of  Korea. 
Thus  we  are  in  a  position  to  go  ahead  with  the  setting  up  of  a 
joint  venture  along  the  following  lines. 

SCOPE  OF  ACTIVITIES 

1.)  Sale  of  ROK  manufactured  items  and  of  some  surplus.  At  this 
time  we  feel  initially,  the  largest  supply  item  will  be  amnunition. 

2.)  Sale  of  very  old  items  that  could  be  marketed  as  antiques. 
This  was  discussed  in  our  meeting  at  the  Hotel  Dorchester. 

3.)  Bring  together  foreign  companies  for  the  transfer  of 
technology  and  local  manufacturers  for  production  in  the  ROK  either 
by  joint  venture  or  licensing.  This  should  be  aimed  at  re-export 
to  established  overseas  markets.  It  would  be  important  for  you  to 
make  contact  and/or  advise  us  of  those  firms  which  might  be 
interested  in  establishing  production  facilities  in  the  ROK. 

JOINT  VENTURE  FORMATION 

■  . 1.)  Documentation  for  a  Joint  Venture  should  be  between  INTERARMS 
and  PARKINGTON/GENEVA .  A  branch  office  will  be  established  in  Seoul 
to  assist  the  Manchester  office. 

2.)  A  fifty-fifty  split  for  all  profits  through  whatever  arrangement 
is  mutually  satisfactory,  viz;  two  percent  for  SC  on  fob,  then  two 
percent  for  SC  on  onward  plus  four  percent  on  onward.  Alternatively, 
two  percent  each  for  SC  add  us  on  both  fob  and  onward. 
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JOINT  VENTURE  FORMATION-cbhtlnued 

The  formula  should  be  clearly  spelled  out  but  no  percentage  of 
Dollar  amounts  fixed  in  the  general  J/V  agreonent.  As  you  pointed 
out  in  Nice,  every  transaction  is  different  depending  on  the  location 
of  the  end-user.  I  suggest  the  exact  amount  of  commission  should  be 
worked  out  by  mutual  agreement  on  each  sale. 

3.)  Some  firms  already  have  short  terra  contracts  with  agents.  Until 
these  arrangement^  run  out,  special  agreements  will  have  to  be  worked 
out  if  sales  are  possible.  At  this  time  therefore,  our  interpretation 
of  industry-wide  representation  means  we  will  be  dealing  with  the 
majority,  but  not  all  of  the  manufacturers  of  defense  items  in  the 
Republic  of  Korea.  We  should  review  the  list  of  items  produced  there 
and  obtain  your  opinion  as  to  which  products  are  most  marketable. 

4.)  We  assume  the  term  Joint  Venture  to  imply  the  equal  sharing 
of  expenses  and  investemnt  as  well  as  profit  sharing. 

We  have  moved  with  utmost  care  in  dealing  with  the  Government  of  the 
Republic  of  Korea  and  the  private  sector  in  this  most  important 
and  delicate  industry.  I  sincerely  hope  we  can  now  move  forward 
at  a  brisk  pace  toward  agreement  on  a  mutually  profitable  business 
relationship. 

Very  truly  yours, 


Robert  J.  Conkllng 
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CONFIDENTIAL  LIST 


"> 


M79  Launcher 

3.5'  Rocket 

eOmin  Mortar 

81nun  Mortar 

4.2'  Mortar  (*) 

lOSmm  Howitzer  (*) 

155inin  Howitzer  (*) 

106nun  Recoiless  Rifle  (*) 

5'  Rocket  Launcher 

20mm  Gun,  HEI-T-SD 

M16  Rifle  (*) 

Ml-Cal.  30 

M2-Cal.  30 

40mm  Shell  for  M79  Launcher 

M203  (Improved  M79) 

60mm  Shell 

81mm  Shell 

20min  Shell 

7.62mm  Shell  (4Ball-I-Tracer) 

5,56mm  Shell  (Ball  M193)  . 

5,56mm  Shell  (Tracer  Ml 9 3) 

4.2*mm 

lOSmm    " 

105inm    •    (HE) 


M18A1  Mine-Claymore 

M19  Anti  Tank  Mine 

M67  Grenade 

Gun  Powder 

TAI  Field  Tele-Kit 

TA312 

SB22  Operator  Kit 

KPRC6  Radio 

ANPR  77  Radio 

PT  Boat  (70-250ton-40knot) 

Gas  Mask  '  "  . 

Helmat 

Parachute 


(*)  U,  S,  Approval  required 
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47.  Letter  from  Samuel  Cummings,  Interarms,  to  Robert  J.  Conkling,  Establish 
ment  Eastern  Navigation,  dated  February  2, 1978 


I    N    T    E    RA    R    M    S 

VMa:     _    called  today  to  note  the  French  would  now  like  to  sell  .  !\ 
ALL  their  Honest  Johns,  not  just  the  few  offered  us  last  year.  Oddly  "^ 
•  enough  he  said  Korea  was  suggested  as  ajh^uyer  by  the  French  so  I  am 
sending  the  below  to  see  what  Tongsung  ian;  or  cannot.)  do. 
Reference:-  E-19/N23229  |  rpj ,  I^obruary  2^"^  .1978  ^^  V" 

llr.   Robert  J.  Conkling 
Establishmsnt  Eastern  Navigation 
44  Green  Street 
London  v:iy  3FJ,  England 


Dear  Mr.  Conkling, 

Further  to  our  recant  discussions  rsgardli 
■activities  in  Korea,  and  further  to  my  loti 
from  our  Manchester  office,  wa  have  toiay 
the  najor  UTJIO   pov/ers  if  v/c  v:ould  be  inteivV 
stock  of  Anerican  "HONEST  JOII?!"  curfaco-to 
wibh,  of  course,  3.11  the  special  g;ttr441;:^y , 
parts  for  tlai3  ir.ateric-1.  As  abouj 
equipment  arc-  involved,  this  lyaj 


possible  mutual 
of  January  33rd 

!n  asked  by  one  of 
^d   in  their  entire 

iL-face  ndsailes,  along 
/ansport  and  spare 
;plu3  all  related 
>i(ackage . 


The  "HONEST  JOjn:"  is   stand^ 
this  present  NATO  s<r)ock,  it\oi 
ccr.pliniont  their  pro.vont_rJ.s: 
both  a  conventional  yi 
regulations  only  al!^!/^tho"^; 


Korean  iJsii<f;od  forces  so 
CO  Korea,  woulil  -nerfectly 
\iyyiCi.    The  "i.ONt-'T  JOlIir*  has     ^ 
c;i<^billty  buc,  o.f  course,  NATO 

of  the  conventional  warheads,  c 


1   v;ould  be  grate  full 

to  Korea  as  s 

if  Korea  is 

bf^on  on  the 

ICcrea  is  no 

time ,  xv'e  arA  Assured  b^, 

yet  establlGAiGS^  but 

replacsTfient  c>ta" 


you  cou"i^  p.3\^  this  ir.tor«jating  information 
v;ould  '.celcor-.a  a  clear  position 
this/rJbdern  nii.^sile.  Such  ite.ns  have  never 
icjC  a  very  rap J  i  di-soosaL  in  the  event 
ling  for  Korea  i_3  possible  at  this 
*JATO,  for  this  lot.  The  cost  has  not  been 
puld  be  far  under  present  no\;  production 
JdtiitantHng  value  in  any  case. 


V:e  v/ill  be  able  to  provide  full  details  of  the  exact  material  avail- 
able immediately  upon  receipt  of  an  official  exprejsion  of  interest 
which,  of  courrse,  need  not  be  obligating  in  any  way,  I  would  note 
that  this  material  is  not  "on  the  market"  as  such;  it  has  been 
specially  and  privately  offered  to  uo  by  the  IIATO  power  involved 
and,  therefore,  if  Korea  is  not  interested  we  will  turn  olsev;here 
concerning  this  unique  lot  of  modern  long-ranae  missiles. 

Yours  very  tru^y; 

I  N  T  E  ■  n  A  11  ^  S 


cc:   Interarms  Vila 


W 

Samuel  Curiv.iings 
President 


POST         OFFICE  BOX         88.  MONTE    CARLO.  MONACO 

CABLE    :  ••     INTERARMS      •  MONTE    CARLO         TELEPHONE  30-58-60 


35-283  0-78-25 
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48.  Letter  from  Suh  Chai  Pill,  Daewoo  Industrial  Co.,  to  Ketua  Setiaushaha, 
Kuala  Lumpur,  dated  March  28, 1978 

DAI  \M)l>    INDIM  Ul  \l    ClV.  II  I). 

If.,   itiit      .nilii     MtMii    » 111,1 .-. 

(AMI!        DAfWiiflllK'    VIlHil 

Vlf^      (INlIk    k.  I'».A:H..M'.  k7H2««  ' 

III  •>!  ?/41.  I//I.  .I/'II    .»VII    TV.l   .\-.l 


^! 


Ker»i;l~Setinusalin 
Kemfencerinn    Pert.Thnn.Tn 
Jaljn    I'adar.n   'reinb;ik 
KiiJlJnI.ii.iip.ir 

(Uiiiok    i't-rl.WI  i.iii    ll.ili.iKi.M"    Uik.i'M)) 

Hi-.-.r    Sir 


RK:    M?(n   CKKNAOK    I.Al!NCIIi:R 

We    hro    pli'jscd    lo    Inrurni   you    ili.it    M303   Crcn.jdi-    l..iiit)(-li«t    .iii- 
manuf.nrtiircd    in    the    Kfpiiblic    of    Korrn    and    r.nn   he   i-xpuricl    in    friendly 
countries    including   M.i  I  aysin .    These    items    are   applieahle    i  (»   us.ine 
with   MI6    rifles. 

W«.> ,    D.U'Woo,     is    .irr.mpini;    t<>    l>riit|'.    in    fni;iiif  ily    i>nc*    I  .ninrlic  c    1 1>    i  I'.ieli 
M.ilaysja    be''«ire    I  h«-     l^ili   April     id    be    };ivin    I  o   Army    lor    iri.ii    .in«l 
evaluation.    However,    .ii     i  lie    re<|uest    of   Army    Slaff    Division,    furilier 
quantity    l>etween    two    to    live    L.Tunrhers    van    .ilso   be    imported. 
Suffieient    Rooils    ol     .iiiiniun  i  I  i  on    for    trial    will    b«*    brought     in    ,it 
a    l.nler    «l.ile    lo    be    innririncil     iliir    cri'inj'    mir    rovirniiH  III     .ii>|iri>v.i  I 
and    shipping,    arr.inj-.eiiient  s  . 

As    rej;.irds    to    l  lu-    supply    posilion,    we    ai<-    i>liased    to    iiifKriii   you 
the    r.)l  lowin,.;- 

(I    {'ri 


a)  HiidKel 

\t)  r.iyiiKnl 

I  )  l)e  I  i  very    Pir  i  nil 

d)  W.irr.mty 


rOii    PS$320/p,r    unit     (IVi.e    is    ii.-,..ol  I  ib  I  e) 
hy     irrev.xahle    l.el'er    i.l     Cndil     .il     si,'.lil 
Sliipiiii'iU    will     be    iii.ule    williiii    (>-K    monllis 
.illei     eonir.U'l  i  ni',   willi    your    Covt-t  niiii-nl  . 
Qua' ily    eonlrol     is    tinderi  .iken    bv    I  be    Km  iMn 
Covi-rnnient    who   will     issm-    i  lu-    mii-ss.iry 
W.I  r  ran  I  y    (U-ri  i  f  ic  al  e 

e)  We    aeeepi     your   Teilini  e.il     inspertion   Team    In    visit     and    inspi-ei 
producLion    and    quality    rontrol    faeilily    in    Si'nul.    Ilnwevei  , 
ir.ivclling   expenses    will    be   borne    by   Malaysi.i. 

f)  Opi-ration    m.inual    .iiul    Icclinlral    data    will    I..-    prov  i  di.l . 


rie.isc    d..    i.oi     liesilale    lo    (  al  I 
.ind     i  nform.il  ion    i''\^    litis     ilciii. 


/• 


/' 


Mr.    S';/1.   Chai    I'ill 
Man.ij'i  iij;   Direct  or. 


Id     vci<j.,waiit 

1(1. 

'  ' 

;c    ¥. 

:  -^IM'.'-. 

'^  . 

- 

V^.A 

U^ 

'.' 

d.l  ail; 


Army    Sl.ifl     l)i 


>n    (l!<|u  I  pmwnl  ) 


■^ 


o^ 


:) 
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49.  Norman  Thorpe,  **Hello  To  Arms,  South  Korean  Firms  Thrive  as  Exporters 
of  Military  Products,"  Asian  Wall  St.  Journal,  January  6,  1978  and  "South 
Korea  Disputes  Asian  Journal  Article  on  Military  Exports,"  Asian  Wall  St. 
Journal,  January  9,  1978 


Hello  to  Arms 


South  Korean  Firms 
Thrive  as  Exporters 
Of  Military  Products 

Sales  of  Textiles,  Other 
Softwear  Boom  Since  75; 
Weapons  Outlook  Strong 


Hardware  Exports 

But  there  have  been  initia]  exports  of 
hardware  such  as  patrt^  boats  to  Indonesia 
and  mortars  to  Thailand.  There  also  is  talk  of 
eventually  selling  such  heavy  armaments  as 
antiaircraft  guns  and  even  air-to-ground 
rockets. 

While  the  products  form  part  of  the 
lifeblood  of  these  countries'  defense  needs,  to 
the  South  Korean  trading  firms  they 
represent  simply  another  entry  in  the  nation's 
bO'}ming  export  figures. 


A  Dilemma  for  Washington? 

By  Norman  Thorpe 

Special  to  Thi  Asian  WiUL  Simrrr  Joci.val 

SEOUL- During  recent  fighting  between 
Ethiopia  and  Somalia  there  were  press  re- 
ports that  North  Korea  had  sent  advisors  to 
work  with  the  Ethiopian  armed  forces.  The 
reports  were  never  confirmed,  but  If  they 
were  true  it  was  the  South  Koreans  who  had 
the  last  laugh.  The  army  the  North  Koreans 

«  advising  was  clad  in  uniforms  from  the 
South. 

And  when  South  Africa  began  to  fear  an 
impending  arms  embargo  by  the  United  Na- 

is  last  summer,  it  contracted  with  a  South 
Korean  company  to  have  1.000  metric  tons  of 
equipment  valued  at  over  QO  million 
airfreighted  to  Johannesburg  within  a  single 
month.  By  the  time  the  Security  Council  voted 
the  embargo  into  effect  the  order  had  arrived . 

In  short,  after  nearly  three  decades  of  be- 
ing 00  a  war  footing  South  Korea  is  utilizing 
its  knowhow  to  ship  increasing  amounts  of 
military  equipment  overseas  and  in  the  past 
two  years  has  gone  well  on  its  way  to  becom- 
ing a  major  supplier  of  the  world's 
armies.  Already  It  exports  to  some  20  or  30 
nations. 

At  this  stage,  the  exports  are  primarily 
software  such  as  textiles,  communications 
equipment  and  other  light  industrial  pro- 
ducts. T&e  products  include  parachutes  to 
Burma,  duffel  bags  to  Saudi  Arabia,  uniform 
shirts  to  the  United  Kingdom,  tents  to 
Ethiopia,  boots  to  Kuwait,  shirting  to  South 
Yemen,  gas  masks  to  Bangladesh,  and  field 
jackets  to  Ecuador.  .< 
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wbere  mey  export,  except  tftai  a  tew  coun- 
tries-mostTyCommujiist  countries  and  a  few 
others  like  South  Yemen  and  Iraq  -  usually 
won't  Udmit  their  salesmen  for  military  or 
/ther  marketing.  Sometimes  they  can  *r- 
range  third-country  sales.suchas  In  the  case 
d  South  Yemen.  The  traders  add  that  the 
Korean  government  Imposes  no  limitations, 
although  in  the  case  of  all  tenders  over 
$500,000  in  value -both  for  military  goods  and 
all  other  tenders-approval  by  the  Ministry  of 
Commerce  and  Industry  is  required. 

The  government  apparently  doesn't  con- 
sider any  of  the  exports  to  be  of  strategic  im- 
portance to  Korea,  particularly  since  most  of 
the  exports  thus  far  are  software. 

These  commercial  realities  already  are 
runoing  up  against  U.S.  political  and  military 
policy  because  the  Korean  shipments  are 
already  largely  American  technology, 
although  U.S.  officials,  at  least  for  now.  are 
downplaying  the  possibility  of  any  real  dis- 
pute on  the  matter.  The  South  Korean  govern- 
ment for  Its  part  is  keeping  quiet  publicly  on 
Its  posture  regarding  military  exports. 

The  fluid  state  of  affairs  Is  undoubtedly 
due  In  part  to  the  fact  that  the  armament- 
export  momentum  has  built  up  in  a  short 
period  of  time  although  some  observers  main- 
tain the  development  could  have  been 
foreseen  five  years  ago.  There  were  some 
Korean  exports  of  military  boots  during  the 
Vietnam  war,  but  it  was  only  in  late  1975  that 
the  Defense  Joint  Procurement  Agency 
published  what  was  apparently  the  first 
catalog  of  Korean-made  military  equipment. 
The  catalog,  which  includes  no  hardware, 
shows  several  hundred  different  items,  rang- 
ing from  a  wide  variety  of  uniforms  and 
samples  of  16  different  fabrics,  to  skis,  life 
rafts,  mess  gear,  communications  equip- 
ment, bayonets,  vehicles  and  spare  parts,  and 
even  a  "military  bicycle."  complete  with  rifle 
carrier.  A  notice  states  that  Inquiries  should 
be  sent  to  the  Korea  Trade  Promotion  Corp. 

Now.  two  years  later,  a  growing  number 
.of  companies  have  their  own  military  equip- 
ment catalogs,  or  at  least  several  pages  of 
military  equipment  in  their  general  catalog. 
As  one  company  catalog  states,  the  Itenns 
can  be  "made  under  contract  to  strict 
specifications  laid  down  by  the  purchaser." 
Samsung  Contract 

It  was  also  in  1975  that  Korean  exporters 
first  became  really  aware  of  the  field's  poten- 
tial when  Samsiing  Co.  won  a  QOO  million 
military  supply  contract  in  Saudi  Arabia. 
Samsung's  contract  was  mostly  uniforms  and 
other  individual  equipment  like  web  belts., 
packs  and  insignia.  Company  officials  say 
there  was  no  ammunition  or  heaty  equipment 
involved. 

As  soon  as  word  of  the  large  contract  re- 
ached Korea  other  companies  took  notice.  As 
one  trader  recalls,  when  Samsung  negotiated 
the  contract  "there  was  almost  no  (Korean) 
competition  because  nobody  had  any  interest 
in  that  line.  Even  though  Korean  companies 
were  willing  to  do  this  kind  of  business  they 
didn't  have  contracts.  But  ever  since 
Samsung  made  such  a  big  contract,  every- 
body else  has  been  eager  to  have  a  chance 
and  promote  this  line." 

The  Seoul  government  itself  may  have  un- 
wittingly helped  to  spur  military  as  well  as 
other  exports  when  in  May  1975  it  established 
the  General  Trading  Company  designation. 
General  Trading  Companies,  or  GTC's  re- 
ceive special  low-interest  loan  privileges  for 
export  manufacturing  and  other  financial  ad- 
♦antages.  They  also  have  less  restrictions  on 
Please  Turn  to  Page  7,  Column  ♦ 
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Continued  From  First  Page 
their  business  overseas,  and  the  government 
helps  alert  them  to  international  tenders  for 
supply  of  military  equipment  as  well  as  wide 
range  of  non  military  contracts. 

Any  company  given  or  "seeking  the 
privileged  GTC  designation  is  required  to  ex- 
pand its  product  lines  and  diversify  its 
markets  according  to  a  particular  formula. 
Most  of  the  new  GTC's  were  formerly 
primarily  textile  companies,  and  develop- 
ment of  a  line  of  military  products  initially 
based  on  textiles  appeared  to  be  one  pf  the 
easiest  ways  to  reach  some  new  markets  and 
expand  sales  of  related  products,  especially 
after  Samsung's-  Saudi  Arabian  contract 
pointed  the  way. 
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ath  Korean  Firms 


In  the  past  two  years  more  than  a  dozen 
South  Korean  companies  have  begiui  dealing 
In  military  exports.  Among  them  are  many  of 
Korea's  largest  trading  firnis,  including 
Ssangyong  Corp..  Sunkyong  Ltd..  ICC  Corp.. 
Daewoo  Industrial  Co..  Hanil  Synthetic  Fiber 
Industrial  Co.  and  Samhwa  Co. 

Representatives  of  most  of  the  companies 
are  hesitant  about  discussing  their  military 
sales,  but  most  confirmed  that  although  there 
have  been  no  more  JlOO  million  contracts, 
each  company  did  at  least  several  million 
dollars  of  business  in  1977.  Some  did  con- 
siderably more.  Officials  of  even  one  smaller 
trading  company  who  asked  that  it  not  be 
identified  estimates  that  the  firm's  military 
export  sales  In  1977  were  valued  at  C5  million. 

The  number  of  firms  entering  the  field  is 
still  growing.  For  example.  Hyundai  Corp. 
established  a  military  export  department  last 
November. 
Hosh-Hush  Exports 

Trade  officials  say  there  are  no  overall 
statistics  for  military  exports  because  most 
fall  into  textile,  light  industrial,  and  electrical 
products  categories,  informed  estimates  sug- 
gest that  total  software  volume  in  1977  was  in 
the  COO  million- S200  million  range  and  that 
this  was  a  significant  increase  from  1976. 

At  least  two  companies  are  already  ex- 
porting technically  more  sophisticated  pro- 
ducts on  a  very  hush-hush  basis. 

Korea  Tacoma  Marine  Industries  Ltd.. 
formerly  a  joint  venture  with  Tacoma  Boat- 
building Co.  of  the  U.S..  has  exported  several 
naval  patrol  boats  to  the  Indonesian  govern- 
ment A  company  official  declined  to  discuss 
the  sales,  saying  that  even  the  number,  price 
and  specifications  are  secret.  The  firm  also 
has  been  trying  to  market  the  patrol  craft  to 
other  countries  but  hasn't  gotten  any  addi- 
tional con  trac  ts  yet. 

Additionally.  Poongsan  Metal  Mfg.  Co.  is 
exporting  several  sizes  of  ammunition  to 
several  countries.  Officials  declined  to  dis- 
cuss the  sales  but  said  only  small-arms  am- 
munition is  going  abroad.  Other  sources  say 
the  company  has  been  cleared  to  sell  am- 
munition as  large  as  81mm,  presumably  (or 
mortars,  but  that  it  may  not  have  made  any 
sales  of  that  size  yet 
Complement  of  Industries 

Soyth  Korea  has  almost  a  complete  com- 
plement of  industries  for  producing  military 
hardware  thanks  to  technical  assistance  from 
U.S.  defense  contractors  provided  in  coopera- 
tion with  the  U.S.  Defense  Department. 

According  to  Korean  military  sources,  the 
domestic  defense  industries  are  producing 
smaller  hardware  like  mortars.  Ml6s. 
grenade  launchers  and  submachinegTins  as 
well  as  heavier  armaments  including  106mm 
field  guns.  99mm  coastal  defense  guns.  20mm 
and  35mm  antiaircraft  guns,  shells  i/p'  to 
150mm.  mines,  bombs,  and  air-to-ground 
rockets.  Other  sources  report  that  a  few  years 
ago  Seoul  was  considering  manufacturing  its 
own  fighter  aircraft  but  that  it  has  given  up 
the  idea.  However,  it  ts  presently  considering 
development  of  a  Korean  tank. 

WTiile  there  isn't  any  evidence  that  the 
heavier  products  have  been  exported,  there  is 
no  doubt  about  their  marketability  abroad. 
Most  sources  agree  that  the  industry  is  still 
proiiucing  for  dorr.>.'stic  demand,  but  they  say 
,  '-"at-Ahen  this  uitvciiai.'JIy  filled  there  will  be 


pressure  for  Korea  to  find  new  markets  in  or- 
der to  continue  production  rather  than  close 
down  or  convert  plants  and  lose  the  capability 
to  fill  its  own  future  arms  needs.  As  one 
American  here  observes,  "When  they  have 
exhausted  their  own  market  for  155mm 
howitzers  they  will  want  to  sell  them  to  a 
third -country -and  that  will  put  us  in  a  very 
difficult  position." 

Officials  of  the  South  Korean  Defense 
Ministry's  Defense  Industry  Bureau  declined 
to  be  interviewed  about  Korea's  policy  re- 
garding military  exports. 

U.S.  officials,  however,  said  the  U.S. 
strictly  controls  the  sale  of  all  military 
hardware  produced  with  American  technical 
assistance,  which  means  almost  all  the  arms 
produced  in  Korea.  This  procedure  on 
military  exports  applies  to  all  countries  with 
Industries  founded  on  U.S.  technology. 

"They  haven't  developed  anything-  in 
Korea  without  a  U.S.  license  or  a  U.S.  compo- 
n-  -t  that  would  let  them  sell  It  withoufU.S. 
a  roval."  one  American  official  said.  He 
•d.  however,  that  approval  wasn't  needed 
f     ?oongsan*s  ammunition  exports. 

-le  conceded  that  in  the  case  of  the  patrol 
t>  ts  sold  to  Indonesia,  "the  sale  was  made 
wi  Lhout  our  concurrence."  He  said  the  Korean 
manufacturers  made  some  modifications  that 
they  maintained  relieved  them  of  the  necessi- 
ty to  request  approval.  But  as  viewed  by  the 
U.S.  there  was  "some  question  whether  it  was 
developed  on  their  own  or  had  part  of  a  U.S. 
license  or  drawing  in  it" 

In  any  case.  Washington  didn't  block  the 
sale. 

U.S.  officials  said  that  in  another  Instance 
American  approval  was  obtained,  involving 
exports  to  Thailand  last  year  of  170  81mm 
mortars  and  an  unspecified  quantity  of  60mm 
and  81mm  ammunition.  But  a  1976  request  to 
export  two  types  of  bayonets  to  West 
Germany,  the  Philippines.  Thailand,  and 
Kuwait  wasn't  approved,  they  said.  Informa- 
tion about  any  additional  export  approval  re- 
quests pending  wasn't  available. 

At  this  stage,  there  are  no  indications 
that  either  the  Korean  or  U.S.  govern- 
ments have,  clearly  defined  policies  on 
just  how  much  or  at  what  pace  this  change 
will  be  allowed  to  proceed  even  though 
four  or  five  years  ago  it  could  have  been 
foreseen  that  there  would  eventually  be 
a  merging  of  sorts  between  two  major 
thrusts  in  Korean  industry  -  domestic  pro- 
curement by  one  of  the  world's  largest 
armies  and  strongly  promoted  exports  of 
nonmilitary  products  overseas. 

Because  of  the  need  for  U.S.  approval, 
Korean  military  shipments,  especially  when 
they  get  into  hardware,  could  become  an  ad- 
junct of  American  defense  and  political  policy 
with  clearance  given  for  "friendly"  countries 
and  permission  denied  for  those  nations 
deemed  harmful  to  American  interests.  But 
despite  the  potential  for  conflict  of  political 
and  commercial  interests.  U.S.  officials  here 
mainuin  that  they  aren't  too  worried  about 
the  possibility  of  Korea  becoming  a  complete- 
ly Independent  arms  supplier  and  say  they 
don't  think  traders  would  export  without  ap- 
proval from  Washington.  "Experience  with 
other  countries  would  Indicate  that  doesn't 
really  happen.  Some  countries  have  tried  it 
and  have  been  caught  and  have  paid  the 
penalty."  says  one  U.S.  official.  The  penalty. 
be  added,  is  that  no  more  approvals  are  given 
and  the  country  is  "severely  chastised  for 
It"  He  said  that  "in  general  those  that  have 
done  it  have  only  done  it  once  and  haven't 
dor.elta?:iin." 
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South  Korea  Disputes    : 
Asian  Journal  Article 
On  Military  Exports 

SptcUti  toT»t  A5U.N  Wall  Sttxit  Jokrt-iAL 

SEOUL  -  The  South  Korean  government 
is  strongly  disputing  several  points  raised  In 
Friday's  front  page  Asian  WaJl  Street  Journal 
article  about  exports  of  military  products  by 
South  Korean  trading  and  manufacturing 
finns. 

Choi  Jae-ho.  spokesman  for  the  Korean 
Overseas  Information  Service,  termed  the 
article  "vastly  misleading." 

He  said  South  Korea  has  never  exported  to 
South  Africa  "even  a  single  cent  worth  of 
military  equipment  before  or  after  the  United 
Nations  Security  Council  voted  an  arms  em- 
bargo to  that  nation.  It  has  been  the  consistent 
position  of  the  Korean  government  to  support 
and,  adhere  to  the  spirit  of  the  Council's  re- 
solution." he  added. 

The  Journal's  article  said  that  when  South 
Africa  began  to  fear  the  impending  UN  arms 
embargo  last  summer.  It  contracted  with  a 
South  Korean  company  to  have  1.000  metric 
tons  of  equipment  valued  at  over  $10  million 
airfreighted  to  Johannesburg  before  the  em- 
bargo was  voted  into  effect  (Trading  sources 
familiar  with  the  shipment  say  it  included  uni- 
forms, hats,  canteen  sets.waistebeUs.  boots, 
mess  kits,  and  packs.  The  Journal  article 
never  said  the  shipment  violated  the  terms  of 
the  arms  embargo). 

Mr.  Choi  also  said  the  Journal  was  wrong 
in  claiming  that  mortars  had  been  exported  to 
Thailand.  South  Korea  "has  never  engaged  in 
sales  of  hardware  .armaxneDts  abroad."  he 
said.  .    • 

American  Embassy  officials  in  Seoul  told 
the  Journal  before  the  article  was  published 
that  South  Korea  had  sought  and  obtained 
U.S.  approval  for  the  export  of  one  hundred 
and  seventy  Sl-millimeter  mortars  ar.d  a/i  un- 
specified quantity  of  GO-nun  and  81-nun  ain- 
munitioa  to  Thailand.  A  U.S.  official  who  was 
queried  after  Mr.  Choi's  complaint  was  re- 
ceived, however,  said  the  approval  was  orJy 
for  mortar  shells  and  not  for  mortars. 

Mr.  Choi  said  a  "Korean  firm  has  sold  four 
conrunercial  vessels  to  Indonesia.  But  these 
boats  had  do  military  fixtures  when  de- 
livered," he  added.  The  Journal  article  said 
several  naval  patrol  boats  were  exported  to 
Indonesia  by  Korea  Tacoma  Marine  In- 
dustries Ltd..  but  didn't  assert  that  the  boats 
had  military  fixtures  when  delivered. 

Prior  to  publication  of  the  Journal's  arti- 
cle, a  request  was  made  for  an  inter/iew  with 
officials  of  the  South  Korean  Defense 
Ministry's  Defense  Industry  Bureau.  That  re- 
quest was  denied. 
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50.  U.S.  Troop  Withdrawal  from  the  Republic  of  Korea:  A  Report  to  the  Senate 
Committee  on  Foreign  Relations,  January  9,  1978,  pp.  43-55 

V.  U.S.  MlUTARY  AND  ECONOMIC  ASSISTANCE  TO  SotJTH  KOREA 

SOUTH  KOREAN  REQUIREMENTS 

South  Korea's  military  deficiency,  relative  to  North  Korea,  has  been 
tolerable  because  of  the  deterrence  provided  by  U.S.  troops  on  its  soil. 
Now  South  Korea  is  faced  with  the  need  to  make  rapid  military  im- 
provements while  maintaining  economic  growth.  The  U.S.  I  Corps 
Commander  believes  the  ROK  needs :  greater  quantities  of  anti-armor 
weapons,  tanks,  artillery,  and  hardened  communications,  command  and 
control  facilities. 

One  senior  U.S.  observer  in  Korea  said  the  probability  of  fulfilling 
these  requirements  by  1*981  is  50  percent.  C)ther  improvements  needea 
include  better  forward  defense  positions,  early  minefield  emplantment, 
improved  road  nets,  improved  logistics  capability,  better  intelligence 
capability,  better  air/land  battle  coordination  and  enhanced  battlefield 
flexibility  in  the  ROK  general  staff. 

Taking  these  requirements  into  account,  Secretary  of  Defense 
Harold  Brown,  during  the  July  25-26  Security  Council  Meeting 
agreed: 

To  transfer  at  no  cost  to  the  Republic  of  Korea  certain  equipment  now  In  the 
Inventory  of  U.S.  forces  in  Korea ; 

To  provide  supplementary  foreign  military  sales  credits  to  help  the  Republic 
of  Korea  improve  its  defense  force  capabilities ; 

To  continue  support  for  general  Korean  force  Improvement 

Secretary  Brown  further  stated  that  the  U.S.  Government  will 
"make  available  appropriate  weapons  on  a  priority  basis"  to  enable 
the  Republic  of  Korea  to  deter  North  Korean  aggression  and  make 
special  efforts  to  support  the  ROK's  defense  industry  projects.  The 
Secretary  emphasized  that  these  efforts  would  be  made  "within  the  con- 
text of  the  U.S.  Government's  arms  transfer  policy."  He  also  said  the 
U.S.  will  continue  and  expand  joint  military  exercises  with  ROK  forces 
to  maintain  the  readiness  of  joint  forces  to  resist  renewed  aggression 
against  the  Republic  of  Korea. 

These  force  improvements  will  be  costly.  They  include  the  Force 
Improvement  Plan  (FIP),  the  8th  Army  transfer  or  compensation 
package,  and  possibly  a  transfer  of  War  Reserve  Stocks.  Current  esti- 
mates from  fiscal  year  1977  through  fiscal  year  1981  are : 

(In  billions  of  dollars! 


ToUl 

FXcosb 

(estimate) 

Possible  U.S. 
contribution 

Force  improvement  plan  (FIP) 

8th  Army  turnover  package ■ 

3.5 

.8 

«1.4 
>.8 

ROK-rmanced  compensatton 

.1.      .     .      .                                  ».9    . 

War  reserve  stocks 

(«) 

(*) 

Total 

5.2+ 

2.2+ 

>  (FMS>-lncludes  $550,000,000  authorized  in  fiscal  year  1977  and  1978. 

*  Grant. 

*  Estimate. 

*  Unknown. 
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A  U.S.  interagency  working  group  calcnlatod  that  more  than  $8  bil- 
lion in  foreign  exchange  coula  be  required  to  satisfy  South  Korea's 
military  needs  until  1985. 

The  FIP  foreign  exchange  costs  are  currently  estiniate<l  at  about 
$3.5  billion.  The  United  States  FMS  credit  contribution  to  the  FIP 
would  l)c  $1.4  billion  in  fiscal  years  1977-81.  The  U.S.  fiscal  year  1978 
compensatory  aid  package  of  8th  Army  equipment  is  valued  at  $800 
million.  This,  however,  accounts  for  only  about  half  the  value  of  the 
equipment  currently  with  the  8th  Army.  The  additional  $900  million 
will  either  not  be  replaced,  or  will  be  replaced  by  the  ROK.  Tlierefore, 
the  United  States  will  be  asked  to  provide  more  than  $1.9  billion  in 
additional  military  aid  in  fiscal  years  1978-81.  Military  aid  for  fiscal 
year  1978  would  be  $1,075  billion  or  almost  equal  to  the  aid  provided 
over  the  previous  5  years : 

U.S.  MILITARY  ASSISTANCE  TO  SOUTH  KOREA 
(In  millions  of  dollars;  Tiscal  years) 


Item 

1971 

1972 

1973 

1974 

1975 

1976 

1977 « 

1978 

1979 

1980 

1981 

Grants 

Loans 

...    541.2 
...      15.0 

515.2 
17.0 

33S.8 
24.2 

100.6 
56.7 

82.6 
59.0 

59.4 
126.0 

5.5 
286.5 

800 
275 

0 
275 

0 
275 

0 
275 

ToUl 

...    556.2 

532.2 

363.0 

157.3 

141.6 

1S5.4 

292.0 

1,075 

275 

275 

275 

>  Includes  transition  quarter. 

THE    1971-7  5    MODERNIZATION    PLAN     (MOD) 

In  1971  the  United  States  and  South  Korea  agreed  to  a  5-vear,  $1.5 
billion  Force  Modernization  Plan.  The  MOD  plan  helped  to  com- 
pensate for  the  withdrawal  of  the  U.S.  7th  Division.  Almost  all  of  that 
equipment  has  been  delivered  (see  appendix  VI)  and  is  included  in 
the  military  balance  calculations  cited  earlier. 

The  MOD  plan  was  delayed  2  years  and  the  final  U.S.  contribution 
came  only  in  1977.  The  payment  schedule,  as  provided  to  the  staff  by 
the  ROK,  is; 

MOD  PLAN 

Terms  1971-75  1976-77  Tola, 

Grant 918  70  988 

FMS 116  412  528 

Total 1,034  482  1,516 

Progress  (percent) 69  31  100 

The  South  Koreans  were  not  satisfied  with  the  terms  of  the  MOD 
plan,  believing  they  were  promised  the  entire  $1.5  billion  in  grant  aid 
and  then  overcharged  for  the  equipment  purchased. 

THE   FORCE   IMPROVEMENT   PLAN 

The  United  States  has  indicated  general  support  for  a  new  ROK 
6-year  (1976-80)  Force  Improvement  Plan  (FIP).  The  plan  continues 
to  evolve  and  cost  estimates  vary  from  $4.5  to  $6.2  billion.  The  most 
recent  version  of  the  plan  available  to  the  Committee  indicates  an 
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estimated  5-year  cost  of  $5.5  billion  and  foreign  exchange  costs  of 
$3.5  billion: 

FIP    (J976-80) 
Category  Total  oo»t 

Army :  (milUotf) 

Air  defense  equipment 

Armor/antlarmor 

Air   moblUty 

Small  arms/equipment  Improvement  (Army) ^ 

Artillery 

Communications    (Army) 

Surveillance  equipment i 

Reserve  projects  (Army) 

Navy : 

Vessels   . — 

Missiles  and  munitions 

ASW  aircraft ^ 

Communications    (Navy) 

Base  improvements. » ^ 

Equipment  improvement*^Navy ) j" 

Reserve  projects  (Navy) 

Air  Force: 

Aircraft   

Early  warning  radar 

Other  radar 

War  reserve  material  and  electronics 

Communications  and  electronics 

Air  Force  base/tactical  construction 

Other  Air  Force 

Reserve  projects 

General: 

Equipment  replacement,  etc 


Total 


[Deleted] 


The  United  States  has  already  authorized  $550  million  in  FMS 
credits  to  be  used  for  the  plan  and  an  additional  $800-900  million  will 
be  requested  in  fiscal  years  1979-81.  However,  long  delays  in  imple- 
mentation raise  questions  about  the  ability  of  South  Korea  to  meet 
its  1980  goal. 

THE   COMPENSATORY   AID   PACKAGE 

To  compensate  for  the  military  force  imbalance  that  would  exist 
upon  U.S.  withdrawal,  the  Admmistration  has  prm)osed  legislation 
authorizing  the  President  to  turn  over  to  the  ROK  equipment  cur- 
rently being  used  by  the  2d  Division.  The  equipment  would  be  trans- 
ferred on  a  phased  basis  as  U.S.  troops  withdraw.  According  to  the 
Executive  Branch,  the  estimated  transfer  value  of  the  compensatory 
package  is  $800  million  (1981  dollars),  calculated  by  projecting  the 
replacement  cost  and  subtracting  depreciation.  The  pending  legisla- 
tion, however,  does  not  mention  a  specific  dollar  value,  and  would  allow 
the  President  to  substitute  equipment  for  equipment  currently  in  the 
2d  Division  inventory.^ 


^  Under  this  proTlsion,  the  ExecutlTe  Branch  plans  the  following  snbstltatlons : 


NOW  IN  8TH  ARMY 
[Deleted]  M-60  tanks 
[Deleted]     air    transportable    105" 

howttsers 
2d  generation  conTsntlonal  ammo. 
Bopmstleatod  communications  gear 


SUBSTITUTE  EQUIPMENT  FOR  ROK 
[Deleted]   M-48A5  tanks 
[Deleted]   howitzers 

Ist  generation  ammo. 
Less  sophisticated  gear 
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The  equipment  proposed  for  transfer  is  listed  below.  It  is  less  than 
the  original  ROK  request.  For  example,  their  request  for  M-60  tanks, 
two  Lance  Battalions  and  Stinger  SAM's  was  rejected.  In  the  case  of 
the  M-60  tanks,  M-48A5s  were  substituted  in  greater  number. 


Item 


Major  equipment  items  for  coit-free  transfer 


Quantity 


AH-4G  COBRA 

CH-47C  helicopter 

XJH-IH  helicopter 

Improved  Hawk  battalion  equipment 

Tow  companies  equipment 

Medium  tank,  M48A5 

Tank  recovery  vehicle,  M-88 

Engineer  construction  battalion   (Heavy)   equipment. 
Armored  vehicle  launched  bridge  (AVLB) /launcher. _. 

Light  recovery  vehicle,  M-578 

Armored  personnel  carriers,  tracked,  M-113 

Mortar  carrier,  81mm,  self-propelled 

Mortar  carrier,  107mm,  self-propelled 

Cargo  carrier,  M-M8 

Carrier  command  post,  M-677 

Tactical  support  vehicles 

Howitzer,  medium  towed,  155-mm 

Howitzer,  heavy,  towed.  8-In 

Howitzer,  heavy,  self-propelled,  8-In 

Vulcan   guns 

Air  traffic  control  battalion  equipment. 

Ground  reconnaissance  and  surveillance  radars 

Radio  equipment 

Target  acquisition  battery  equipment 

Light  tactical  raft  set 

Watercraft 

Division  ammunition 

Other  articles  and  support  equipment 


[Deleted] 


This  equipment  would  provide  South  Korea  with  additional  mobil- 
ity (helicopters,  APCs  and  self-propelled  mortar  carriers) ;  fire  power 
new  M-^8A5  tanks  and  conversion  of  existing  older  M-48s,  TOW 
launchers,  Cobra's,  howitzers) ;  and  antiaircraft  weapons  I-Hawk 
Battalions,  Vulcan  Guns).  Thus,  the  transfer  package  will  allow  the 
ROK  Army  to  assume  a  greater  share  of  its  own  defense.  It  will  not, 
however,  provide  South  Korea  with  sufficient  offensive  assets  to  suc- 
cessfully attack  North  Korea.  The  chart  below  compares  the  weapons 
to  be  acquired  by  1982  with  the  current  military  imbalance  on  the 
peninsula : 


Equipment  to  be  added  to  the  ROK  inventory 
by  1982 


2d  division 
FIP(DIA  comparable 
estimate)  package 

(1)  (2) 


1982  total 
additions  > 

(3) 


Current  sap 

facedby 

South  Korea 

(4) 


Tanks 

APCs_. :: 

Artillery/MRL's .'"." ' 

Jet  combat  aircraft _•  . 

AA  Buns 

SAMIaunchers 

Naval  combatants !""""!"! 

«  Does  not  consider  sale  of  F-16's. 

Note.  Col.  1  divided  by  col.  2  equals  col.  3. 


[Deleted.) 
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[Deleted.]  Even  if  North  Korea  acquires  only  enough  equipment  to 
modernize  its  current  inventory,  they  will  still  have  a  numerical  ad- 
vantage over  South  Korea  in  all  key  categories  except  APCs  and  SAM 
launchers  by  1982.  U.S.  analysts,  however,  do  not  expect  North  Korean 
armament  to  level  off.  Rather,  they  anticipate  continued  build-up  in 
all  major  categories  except  fighter  aircraft  and  antiaircraft  guns. 

This  analysis  considers  only  the  quantitative  aspects  of  the  1982 
balance.  Under  the  compensation  package,  South  Korea  would  receive 
some  moderately  sophisticated  equipment  (such  as  the  M-48A5  tank, 
more  Tow's,  and  Improved  Hawk's)  but  nothing  that  would  lead  to 
a  qualitative  imbalance  with  the  current  North  Korean  inventory. 
Considering  the  numercial  superiority  of  the  I^orth,  there  is  no  justi- 
fication for  the  North  to  begin  an  arms  race  because  of  the  compen- 
satory package. 

The  State  Depar-tment  is  currently  reviewing  a  request  for  60  F-16 
aircraft  worth  $1.2  billion.  This  proposed  sales  agreement  (see  Chapter 
VI)  would  introduce  new^ "^sophisticated  weapons  into  the  area  for 
the  first  time  and  might  prompt  North  Korean  requests  for  equivalent 
Soviet  aircraft.  As  such,  it  would  probably  be  inconsistent  with  the 
President's  arms  transfer  policy.  The  arms  control  implications  of 
this  sale  of  military  equipment  must  be  evaluated  in  light  of  the  mil- 
itary balance  on  the  peninsula. 

The  Executive  Branch  has  proposed  providingthe  transfer  package 
on  a  grant  basis  because  the  equipment  is  old,  Korea  has  substantial 
long-term  debts,  and  it  might  be  easier  to  secure  Congressional  pas- 
sage because  no  appropriations  are  required.  Yet  South  Korea's  cur- 
rent economic  status  may  not  warrant  a  grant  transfer.  The  tradi- 
tional grant  military  assistance  program  was  ended  in  1976,  because 
of  Korea's  economic  progress.  Although  Korea  does  have  foreign  ex- 
change reserves  of  about  $3.7  billion,  a  cash  payment  of  $800  million 
would  be  difficult  to  absorb.  But  Korean  economic  planners  project 
continued  improvement  in  their  already  healthy  debt-service  ratio,  so 
additional  loans  to  pay  for  the  compensatory  package  might  not  be 
unrealistic.  Further,  eventually  new  equipment  must  be  purchased  by 
the  U.S.  for  a  reconstituted  2d  Division. 

WAR    RESERVE    STOCKPILES 

The  strategy  of  forward  defense  requires  intense  firepower  in  the 
early  days  of  fighting  and  thus  an  abundant  supply  of  ammunit'on. 
Including  fiscal  year  1978  Congressional  authorization,  U.S./ROK 
forces  have  about  [deleted]  days  of  ammunition  on  hand.  The  Defense 
Department's  goal  is  a  [deleted]  day  supply  by  1980,  and  eventually  a 
[deleted]  day  supply  (including  reserves  inVapan).  The  [deleted] 
day  goal  appears  to  be  unrealistically  high  given  the  fact  that  South 
Korea  can  probably  be  resupplied  by  sea  in  less  than  [deleted]  days. 

There  are  now  three  separate  categories  of  War  Reserve  ammuni- 
tion :  ROK  owned,  U.S.  owned  earmarked  for  U.S.  forces,  and  U.S. 
owned  earmarked  for  ROK  use.  But,  if  war  breaks  out,  the  ammuni- 
tion would  be  used  interchangeably. 
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Policy  makers  face  three  questions  regarding  War  Reserve  Stocks. 
First,  who  should  pay  for  the  additional  stocks  needed  to  reach  the 
desired  supply  level?  Second,  what  is  to  be  the  future  of  the  IJ.S.- 
owned  but  KOK-earmarked  ammunition  called  WRSA  (War  Reserve 
Stocks,  Allies)  ?  Third,  overage  artillery  stocks  need  checking,  testing 
by  random  firing  to  determine  whether  these  shells  will  detonate  when 
fired  and  a  corrective  program.  None  of  these  issues  have  been  ade- 
quately addressed  by  the  Executive  Branch. 

The  cost  for  increasing  ammunition  stockages  to  the  desired  [de- 
leted]-day  level  is  more  than  [deleted]  billion.  The  Executive  Branch 
might  consider  having  the  Koreans  fund  a  larger  portion  of  these 
costs  directly  in  the  future. 

The  future  of  WRSA  stocks  presents  a  more  difficult  question.  U.S.- 
owned  ammunition  is  sent  to  Korea  in  large  quantities  under  limita- 
tions contained  in  Section  514  of  the  Foreign  Assistance  Act.  Although 
estimates  vary  greatly,  one  source  states  that  the  value  of  WRSA 
stocks  in  Korea  total  $692  million.  In  fiscal  year  1978  the  Congress 
authorized  an  additional  $270  million  after  being  told  the  transfer  rep- 
resented only  a  "bookkeeping"  charge  from  one  U.S.  account  to  an- 
other and  that  Congressional  appropriations  would  be  required  prior 
to  a  final  concessional  transfer  to  Korea.  As  a  result  of  this  authoriza- 
tion, additional  ammunition  will  be  prepositioned  in  Korea.  In  reality, 
however,  there  is  little  difference  between  U.S.-owned  WRSA  and 
Korean-owned  stockpiles.  U.S.  military  personnel  controlling  the 
stockpiles  north  of  Seoul  told  the  staff  they  would  provide  the  ROKs 
with  WRSA  ammunition  in  time  of  war  regardless  of  its  legal  status. 
The  U.S.  Commanding  General  did  not  disagree  with  these  intentions. 
Further,  Defense  Department  lawyers  have  ruled  that  Sections  21,  22 
and  36  of  the  Arms  Export  Control  Act  give  the  President  authority 
to  "sell"  WRSA  stocks  to  Korea  immediately  on  an  emergency  de- 
layed-payment  basis  in  time  of  war.  A  grant  turnover  package  would 
then  immediately  be  sent  to  Congress,  as  was  the  case  with  Israel  in 
1973.  More  significantly,  once  the  WRSA  ammunition  is  in  Korea,  it 
is  politically  impossible  for  the  U.S.  to  remove  it.  The  WRSA  opera- 
tion then  represents  a  type  of  short-term  back-door  financing  which  in 
the  longer  run  must  be  settled,  probably  by  sale  to  Korea. 

The  third  issue,  overage  ammunition  was  discussed  by  senior  U.S. 
commanders  with  Senator  Glenn.  Corrective  measures  will  require 
U.S.  technical  assistance  and  enhanced  ordinance  capabilities  by  South 
Korean  industry. 

PUBLIC  LAW  4  80  FOOD  AID  AND  THE  DEFENSE  BUDGET 

Under  the  Kennedy  Agreement  of  October  1971,  the  U.S.  agreed  to 
ship  Public  Law  480  Title  I  food  commodities  to  Korea  as  quid  pro  quo 
for  reduced  textile  imports  into  the  United  States.  It  was  anticipated 
tha^  the  commitment  would  terminate  in  1977.  The  total  amount  of 
Public  Law  480  commodities  however,  has  not  been  shipped.  The  1971 
Agreement  called  for  $275  million  in  commodities  and  reduced  local 
currency  payments  plus  the  "normal"  Public  Law  480  assistance  for 
5  years.  Taken  together,  the  aid  package  was  worth  $776  million  on 
very  concessional  terms — low  interest,  ten-year  grace  period,  40  years 
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to  repay.  Despite  the  fact  that  top  ROK  officials  expect  the  agreement 
to  end  m  1978,  the  State  Department  calculates  that  the  United  States 
still  owes  Korea  $100  million  worth  of  commodities.  The  Korean 
Minister  of  Economic  Planning,  Nam  Tok-u,  said  that  continuation  of 
Public  Law  480  aid  was  important  at  this  time.  The  local  currency 
profits  of  the  commodity  sales  are  Korean  Government  revenue  which 
in  turn  are  used  to  offset  increasing  domestic  defense  costs.  He  said 
without  the  Public  Law  480  local  currency  revenues,  the  ROK  would 
have  to  curtail  economic  development  or  increase  taxes  because  defense 
costs  could  not  be  reduced. 

However,  the  economic  case  for  continued  Public  Law  480  aid  out- 
side of  the  Kennedy  Agreements  is  weak.  South  Korea  currently  has  a 
$500  million  trade  surplus  with  the  United  States  and  is  virtually 
self-sufficient  in  rice.  Its  per  capita  GNP  is  high  for  countries  receiving 
food  aid.  The  justification  for  a  high  concessional  element  in  the 
Public  Law  480  aid  is  certainly  not  as  persuasive  as  in  1971. 

« 

OTHER  ECX)N0JtrC  ASSISTANCE  TO  60UTH  KOREA 

Because  of  economic  progress,  the  United  States  no  longer  has  a 
bilateral  development  assistance  program  for  South  Korea.  Indirect 
assistance  continues  through  Export-Import  Bank  loans,  OPIC  in- 
surance and  guarantees,  housing  insurance  guarantees  and  short-term 
commodity  corporation  credits.  In  addition,  U.S.  contributions  to  the 
International  Financial  Institutions  indirectly  aid  Korea  through 
multilateral  development  and  balance  of  payments  financing  loans. 
The  chart  below  summarize  these  loans : 


1970 

1971 

1972 

1973 

1974 

1975 

1976 

Indirect  U.S.  assistance: 

EXIM 

OPIC 

HIG  

117.7 

NA 

217.1 
122.9 

20.7 
8.6 

155.8 

22.9 

10.0 
109.2 

183.0 
30.5  .. 

"*75.'2 

262.8 
11.2 
20.0 
50.0 

92.0 

502.5 
20.5 
35.0 

125.0 

297.5 

215.2 
74.1 
25.0 

CCC 

Multilateral  assistance: 

IBRD 

IDA 

30.0 

40.0 

15.0 

"■.II"'""i7.'i" 

.......  .. 

84.5 
7.0 
.7  .. 
53.3 

""65."6* 

33.0 
15.0 

220.0 
325.0 

IFC 

AMB 

IME           

.7 
60.4 

........  .. 

77.5 
148.4 

"""53.i 

135.0 
220.3 

This  assistance  has  helped  the  South  Korean  economy  to  continue  its 
growth  pattern  throughout  the  1974-75  worldwide  recession. 
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VI.  South  Korea's  Domestic  Defense  Industri 

OVERVIEW 

The  most  common  reason  given  for  the  withdrawal  of  U.S.  ground 
forces  is  South  Korea's  economic  and  industrial  capacity.  Now  that 
withdrawal  has  been  proposed,  South  Korea  must  switch  a  portion  of 
its  general  industrial  capacity  into  defense  industries.  This  will  take 
time  because  Korea's  defense  industries  are  still  in  early  stages  of 
development  and  have  incurred  several  problems.  Pressures  for  quick 
progress  are  great,  howevety  since  Nortn  Korea'fe  defense  industry  is 
well  developed  and  continued  arms  imports  by  South  Korea  are  a 
drain  on  its  economy.  But,  it  is  unclear  how  quickly  the  South  will  be 
able  to  produce  quality  weapons  on  a  large  scale. 

The  KOK  defense  industry  is  growing  with  the  help  of  foreign  in- 
vestment. Light  weapons  and  some  artillery  are  being  produced.  But 
South  Korea  is  a  long  way  from  self-sufficiency  in  meaium  or  heavy 
equipment  according  to  a  briefing  given  Senator  Glenn  by  U.S.  mili- 
tary personnel.  The  following  chart  shows  current  and  projected 
capacities. 

[Deleted] 

Two  basic  deficiencies  exist  in  the  ROK  defense  industry :  insufficient 
quality  control  procedures ;  and  weak  management.  The  first  deficiency 
arises  from  earlier  ROK  success  in  using  U.S.  technical  data  packages 
and  reverse  engineering  to  build  small  arms  and  communications  equip- 
ment. Because  of  these  achievements,  they  underestimated  the  technical 
skills  necessary  in  industrial  processes.  The  critically  important  ma- 
chine industry  still  lacks  sufficient  skilled  technicians.  A  U.S.  Military 
Assistance  Advisory  Group  (MAAG)  study  notes  that  "even  the 
failures  experienced  in  prototyping  field  and  air  defense  artillery 
systems  have  not  fully  convinced  them  of  the  necessity  of  paying 
the  price  to  acquire  the  'how'  through  technical  assistance  programs 
from  U.S.  Government  agencies  or  commercial  firms."  Production  in 
accordance  with  specifications,  inspections  and  testing  of  equipment 
are  inadequate  given  the  lack  of  quality  control  procedures.  The  second 
deficiency,  poor  management,  reflects  rigid,  hierarchical  management 
structures  that  result  m  skilled  workers  failing  to  surface  proauction 
problems  for  resolution,  weak  coordination  and  inadequate  manufac- 
turing technology.  Design,  planning,  manufacturing,  tool  industries, 
and  personnel  problems  are  all  affected  by  weak  management 
processes. 

The  ROK  can  become  self-reliant  in  most  modem  armaments  if  it 
overcomes  these  two  deficiencies.  The  most  difficult  task  facing  U.S. 
MAAG  personnel  is  to  make  the  Koreans  aware  of  the  need  to  spend 
money  to  acquire  technical  knowledge,  not  just  hardware.  It  will  be 
easier  to  help  develop  managerial  systems  and  skills.  But,  unless  both 
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these  tasks  are  accomplished,  the  goal  of  self-reliance  will  be  time 
consuming,  prohibitive  in  costs,  and  ultimately  a  failure. 

[Deleted.] 

The  rapidity  of  the  defense  industry's  growth  has  created  other 
problems.  Smce  the  early  1970's,  South  Korea's  indigenous  production 
has  increased  rapidly.  There  are  presently  [deleted]  designated 
defense  industries  and  [deleted]  arsenals  which  produce  or  assemble 
[deleted]  U.S.  originated  items  of  equipment  and  a  variety  of  local 
equipment  under  tne  supervision  of  the  Defense  Industry  Bureau  of 
the  Ministry  of  Defense. 

But,  the  pressure  for  hasty  production  ultimately  results  in  longer 
delays  and  greater  costs.  For  example,  some  manufacture  and  design 
problems  [deleted]  resulted  from  undue  haste  according  to  U.S.  Gov- 
ernment o&cials.  [Deleted.]  In  many  cases,  the  end  item  manufactured 
fails  to  meet  specifications.  A  major  objective  of  MA  AG  personnel 
should  be  to  persuade  the  KOK  to  slow  production  lines  while  institut- 
ing higher  standards  of  quality  control. 

Another  problem  is  planning  and  coordination.  The  Agency  for 
Defense  Development  (ADD),  the  ROK  research  and  development 
agency,  does  not  have  a  clearly  defined  role  vis-a-vis  defense  industries. 
As  a  result,  technology  transfers  and  information  flows  are  greatly 
hampered.  Further,  the  speed  of  defense  industrial  production  has 
exceeded  the  capability  of  the  ADD  to  monitor  quality  control  and 
provide  technical  assistance.  A  directive  akin  to  DOD  Regulation 
4155.1,  defining  responsibilities  and  relationships  between  agencies 
for  quality  control  measures,  is  desirable  and  should  be  urged  by 
MAAG  personnel. 

Yet  another  problem  is  the  tendency  of  ROK  defense  industries  to 
attempt  to  produce  component  parts  in-house  rather  than  rely  on  sub- 
contractors. This  practice  often  results  in  higher  costs  and  lower 
quality.  Further,  this  system  exacerbates  difficulties  in  anticipating 
the  need  for  repair  parts  and  support  equipment. 

SPECinC  DEFENSE  INDUSTRIES 

Successful  production  lines  are  operational  for  AN/PRC  77  back 
pack  field  radio  and  AN/VRC-12  vehicle  mounted  command  radio, 
M-]  6  rifles,  small  mortars,  SB-22  switchboards  and  small  arms  am- 
munition. In  effect.  South  Korean  assembly  line  techniques  for  basic 
technologv  are  impressive  and  the  facilities  visited  by  Senator  Glenn 
confirm  this  fact.  A  more  detailed  review  of  South  Korean  defense 
production  capabilities  in  specific  product  lines  is  presented  below. 

Artillery 

In  1973  and  1974,  prototypes  for  both  the  105-mm  and  155-mm  how- 
itzers were  mnnufacturcd.  The  ADD  purchased  ''as  is"  technical  data 
packages  without  updating  the  information.  In  addition,  drawing 
conversion  to  Korean  standards  was  done  without  U.S.  technical 
assistance. 

During  1974-75,  increasing  numbers  of  defects  became  apparent  in 
the  prototype  artillery  weapons.  These  defects  arose  from  manufactur- 
ing, material,  and  quality  control  problems.  Then  on  June  2,  1975, 
the  Ministry  of  Defense  officially  requested  U.S.  technical  assistance 
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through  the  MAAG.  In  response  a  technical  survey  team  from  Rock 
Island  (Illinois)  and  Watervliet  (New  York)  Arsenals  arrived  in 
January,  1976,  to  evaluate  the  program.  Because  their  assessment  re- 
vealed a  need  for  specific  technical  expertise,  a  technical  assistance 
team  from  Watervliet  Arsenal  arrived  in  December,  1976,  to  provide 
advisory  expertise  in  breach  and  tube  production. 
[Deleted.] 

Tanks 

Extensive  discussions  regarding  upgrading  of  ROK  armor  assets 
were  held  between  the  ROK  Joint  Chiefs  of  Staff  and  the  U.S.  MAAG 
mission  in  1976.  Various  options  were  considered.  The  ROK  desire  for 
acquisition  of  the  M60A-1  tank  could  not  be  met  [deleted]. 

The  bulk  of  conversion  material  and  technical  assistance  are  to  be 

purchased  from  the  U.S.,  but  Korea  will  produce  up  to  30  percent  of 

the  conversion  components.  [Deleted.] 

«. 
Fighter  aircraft  -^^ 

In  1974  Korea  discussed  co-assembly  of  fighter  aircraft  with  three 
American  companies.  [Deleted.] 

The  U.S.  Government  continues  to  study  the  ROK  request  for 
F-16  aircraft.  If  a  letter  of  offer  is  authorized,  careful  attention  should 
be  given  to  (1)  its  arms  control  implications,  (2)  how  it  will  affect  pro- 
curement by  U.S.  forces,  and  (3)  how  possible  delivery  lags  might 
affect  ROK  defense.  The  F-16  has  a  combination  of  speed,  maneuver- 
ability, combat  radius,  and  avionics  that  make  it  a  more  highly  so- 
phisticated weapon  than  anything  in  the  North  or  South  Korean  in- 
ventory. In  addition,  the  U.S.  Government  continues  to  have  reserva- 
tions about  any  proposals  for  assembly  of  sophisticated  fighter  aircraft. 

Air  defense  missiles 

Since  1972,  the  MAAG  has  been  working  with  the  ROK  to  develop 
depot-level  maintenance  capabilities  for  the  HAWK  and  Nike- 
Hercules  missile  system.  Such  a  facility,  located  in  South  Korea,  could 
save  several  million  dollars  over  the  life-cycle  of  these  missiles  given 
lower  labor  costs,  reduced  transportation  costs,  and  utilization  of  local 
repair  parts.  In  late  1974,  the  ROK  Government  authorized  a  commer- 
cial maintenance  facility  to  be  operated  under  contract  by  Gold  Star 
Precision  Industries,  Limited.  During  1975,  Korean  personnel  toured 
U.S.  facilities  and  training  programs  were  started  for  Gold  Star  tech- 
nicians. In  1976,  U.S.  military  personnel  and  Raytlieon  Company  per- 
sonnel started  to  provide  technical  assistance  to  the  South  Koreans. 
Obviously,  continuing  technical  and  managerial  assistance  to  the  air 
defense  missile  facility  will  be  necessary  in  the  near  term. 

Infantry  weapons 

The  ROK  currently  manufactures  all  the  M16  rifles  it  needs  under 
an  agreement  with  Colt,  Imco  and  the  U.S.  Government.  ROK  indus- 
tries also  produce  adequate  stocks  of  60-mm,  81-mm,  and  4.1-inch 
mortars.  [Deleted.] 

Tactical  mobility  improvement  program 

The  South  Korean  tactical  truck  programs  reflect  improvements  in 
Korean  capabilities  during  the  last  fave  years.  The  goal  is  to  lessen  de- 
pendence on  other  countries  while  increasing  Korean  truck  production 
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capabilities.  During  1976,  KIA  Industries,  after  acquirin;Q^  Asia  Motors 
Corporation,  was  appointed  defense  contractor  for  all  military  wheeled 
vehicles  -produced  m  Korea.  It  is  upgrading  its  i^-ton  class  of  trucks 
(jeeps)  by  retrofitting  these  models  with  a  2-liter  KIA  produced,  4- 
cylinder  engine.  Also  under  development  is  a  i/4 -ton  truck  of  KIA 
design  [deleted].  A  4.5-ton  KIA  commercial  truck  is  being  modified  to 
military  specifications.  Both  American  and  Japanese  produced  2i^-ton 
trucks  are  being  retrofitted  with  a  Korean  produced  German  diesel 
engine.  This  first  Korean  design  anxi  retrofit  program  has  been  success- 
ful. Plans  also  call  for  the  design  and  production  of  a  21/^ -ton  truck 
by  1980.  Korea  is  negotiating  with  American  Motors  General  Products 
for  the  final  assembly  in  Korea  of  the  M809  series  5 -ton  truck  using 
the  Korean  produced  diesel. 

Helicopters 

Negotiations  were  underway  in  1976  with  Bell  and  Hughes  Heli- 
copter companies  for  co-assembly  of  light  observation  helicpoters.  Bell 
Helicopter  Company  proposed  a  model  206B  helicopter  and  Hughes 
Helicopters  proposed  a  variation  of  the  500MC. 

The  Hughes  proposal  for  the  600MC  was  judged  superior  by  the 
ROK  to  the  Bell  206B.  In  addition,  25  helicopters  were  to  be  equi])ped 
with  TOW  missile  launch  capability  which  was  not  available  on 
the  Bell.  Hughes  also  offered  to  finance  the  project  [deleted].  Bell 
offered  no  financing.  As  a  result  of  these  factors,  the  contract  was 
awarded  to  Hughes.  The  contract  provides  for  [deleted]  helicopters 
with  delivery  to  be  completed  by  1978.  Final  assembly  will  be  done  in 
Korea  except  for  the  [deleted]  TOW  missile  launch  models.  Korean 
Air  Lines,  partner  in  the  project,  is  to  build  a  new  facility  at  Kimpo 
International  Airport,  besides  acting  as  contracting  agent  for  the 
ROK  Government. 

In  late  September  1976  the  first  four  aircraft  were  delivered.  Train-, 
ing  of  pilots  and  maintenance  men  began  by  January,  1977,  at  the 
same  time  the  buildings  at  Kimpo  were  finished  and  phase  I  tooling 
was  in  place.  Meanwhile,  the  ROK  Army  had  begun  planning  for  the 
operational  employment,  training,  and  logistical  support  [deleted]. 

Am/nvwnition  production 

The  ROK  has  steadily  increased  the  type,  quantity  and  quality  of 
ammunition  it  produces  for  its  basic  weapons.  [Deleted.]  Inadequate 
quality  control  procedures  limit  effectiveness,  as  does  the  reluctance 
to  pay  for  foreign  technical  assistance. 

ROK  arms  sales 

As  indigenous  defense  production  capabilities  have  expanded,  the 
ROK  has  sought  American  approval  to  sell  American  originated  de- 
fense equipment  to  third  countries.  Between  February  1974  and  Feb- 
ruary 1977,  several  Korean  export  requests  were  processed  by  the  U.S. 
Government. 

[Deleted.] 

The  United  States  has  also  endorsed  a  request  allowing  Korea  to 
sell  60-mm,  81-mm,  and  4.2-inch  mortars  and  the  106-mm  recoilless 
rifle.  Generally,  however,  the  U.S.  Government  has  prohibited  sales 
to  third  countries  on  the  basis  that  these  are  in  direct  competition 
with  U.S.  industries.  *  i 

iiA^  VIS.    '  ^ 
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Foreign  purchases 

Although  most  of  the  ROK  defense  equipment  is  presently  pro- 
duced under  U.S.  license,  there  may  be  future  exceptions.  Specilically, 
the  South  Koreans  have  been  discussing  possible  purchases  of  riHe 
grenades,  anti-tank  weapons,  multiple  rocket  launchers,  ship  to  ship 
missiles,  air  defense  missiles,  armored  personnel  carriers,  and  tanks 
with  other  national  governments.  This  attempt  to  diversify  suppliers 
prpgiiT|^^}>lv  reflects  nagging  doubts  about  the  reliability  of  th6  TTlS. 
commitment,  and,  of  course  dittering  opmions  on  the  aesirability  of 
certain  wpanons  svstems.  The  United  States  does  not  lH'UdU(!y  limUiuly 
rocket  launchers  or  a  ship-to-ship  missile  of  [deleted]  miles  range, 
both  systems  in  which  ROK  officials  are  interested. 

The  more  significant  policy  question,  however,  is  how  the  ROK 
economy  reacts  to  expansive  overseas  defense  purchasers.  Clearly  the 
South  need  not  matcn  the  North  item  for  item.  For  instance.  South 
Korea  has  no  need  to  acquire  submarines.  Mote  importantly.  South 
Korea  cannot  afford  vast  overseas  arms  purchases  without  endanger- 
ing her  economy.  In  the  opinion  of  many  analysts.  South  Korean 
defense  spending  cannot  exceed  ten  percent  of  its  GNP  without 
adversely  affecting  the  general  economy  and,  therefore,  political 
stability. 
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51.  "Plans  to  Produce  Sophisticated  Combat  Aircraft  Reported,"  Foreign 
Broadcast  Information  Service,  August  31,  1978 


I 


PLANS    TO   PRODUCE  SOPHISTICATED  COMBAT  AIRCRAFT  REPORTED 


SK280138y  Seoul  HAPTONQ  In  English  0113   OMT  28  Aug  78  SK 

[Text]     Seoul,   28  Aug   (HAPTONQ) --South  Korea,  which  has   already  started  mass  production 
of  poweAil  weaponry  like  the  M-500  li^it  helicopter  and  M-U8A5  and  M-U8A3  tanks,   plans 
to  embark  on  preparatory  steps   this   year  to  produce  hl^ly  sophisticated  combat  aircraft, 
it  was  learned  over  the  weekend. 

rthe  decision  on  the  plane  production  was  made  at  a  meeting  Saturday  of  cabinet  ministers 
and  key  defense  Industrialists  held  at  the  Blue  House,    government  sources  said. 

nie  meeting,    a  standing  consultative  body  set  up  in  June  last  year   to  map  out  ways  of 
promoting  the  defense  industry  of  the  country  in  the  face  of  growing  threats  from  North 
Korea,   was  presided  over  by  President  Pak  Chong-hui. 

Ihe  government  had  originally  planned  to  start  the  production  of   Jet  fighters   in  the 
1980 's.      It  was  not  immediately  made  available  what  type  of  aircraft  the  government  was 
eyeing  but  an  informed  source  said  it  will  be  one  of  the  up-to-date  combat  planes  with 
hi  01  capability. 

Hie  first  phase  of   the  plan  is,    according  to  the  source,    to  set  up  aircraft-producing 
factories  and  hangars   and  to  produce  aircraft  engines  by  the  early  1980' s. 

Hie  U.S.   has  been  informed  of   the  Korean  Goverrment's  plan  in  advance  and  expressed  its 
understanding,    the  source  added. 

South  Korea  is  inferior  in  air  capability  to  the  North.      The  South  has  875  planes,    the 
North  1,783,    according  to  a  latest  report  made  public   by  a-itain's  International 
Institute  for  Strategic  Studies. 

At  Saturday's  conference,      President  Pak  called  on  the  defense  industrialists   to  exert 
more  efforts   to  develop  the  covintry's  defense  indiistry,    Yim  Pang-hyon,    spokesman  for 
the  president,   said. 

■Bie  chief  executive  further  asked  them  to  step  up  protective  measiires  for  their  facilities, 
Yim  added. 

FOREIGN  MINISTRY  RESHUFFLES    12   OFFICIAIS   ON  30  AUGUST 

SK310020y  Seoul  HAPTONG  in  English  O836  GMT  30  Aug  78  SK 

[Text]  Seoul,  30  Aug  (HAPTONG) --No  Chang-hul,  counselor  at  the  Korean  Embassy  in  Sweden, 
was  made  coordinating  official  in  charge  of  American  affairs,  the  Foreign  Ministry,  in  a 
reshuffle  affecting  12  foreign  service  officials   effective  today. 

Chang  Myong-kwan  of  the  Institute  for  Diplomacy  and  National  Security  became  coordinating 
official  in  charge  of  Asian  affairs,  and  Kwon  Pyong-hyon,  counselor  at  the  Korean  Embassy 
in  Tokyo,    principal  officer   in  charge  of  Japan. 

Other  assignments  were  as  follows    (those  in  the  brackets   are  old  posts): 

Chief  of  the  Third  Trade  Section,  the  Trade  Affairs  Bureau:  Kim  Yong-son  (counsel  at  the 
Consulate  General  in  San  Francisco) 
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52.  "Korea  Herald  on  Country's  Ground-to-Ground  Missiles,"  Foreign  Broadcast 
Information  Service,  September  28,  1978 

PRESIDENT  PAK  REQRETS  DFRK'S   ABSENCE   PROM  SPORTS    EVENT 

SK280215Y  Seoul  HAPTONQ   In  English  0043  QMT  28  Sep   78  SK 

[Text]     Seoul,    28  Sep   (HAPTONG ) --President  pak  Chong-hul  has  voiced  regret  over  the 
absence   of  North  Korea  and  East  European   countries    from   the   on-going   world  shooting 
event  here.      "it    U    -»'.pemely  regrettable  that  North  Korean  and   East  European  shooters 
are  unable    to  participate    in   the    vorld  shooting   championship,"   Pale  said  during  his 
reception   of   31+   officials    of  Union   Internationale   de   Tlr   Including  its  Executive  Com- 
mittee  President  Qeorge  Vichos  Wednesday.      Ttie   officials    visiting  Korea  to  attend   the 
world  shooting  event  opened  here  last  weekend  paid  a  courtesy  call  on  Pak  Wednesday. 

UIT  Secretary  Oeneral  Ernst  Zlnmermann  responded    the    Infusion   of  politics    in  a   sports 
event  is  not  a  right   thing   to  do.      Pak  told  an  Egyptian  vice  president  of  UIT,   Shaflq 
Mlhanna,   he   was  has  high  regard  for  the  efforts   of  Egyptian  President  Anwar  as-Sadat 
for  a  Middle  East  peace  and  hoped  his  peace   Initiative  bears   fruit. 

pak  was  presented  by  Vichos  with  a  plaque  and  coomemorative  medal  in  appreciation  of  the 
efforts  host  Korea  has  expended  In  the  preparation  of   the   shooting  event. 

OFFICIAL  SAYS    TOK-TO  MOT  CEDED  TO   JAPAN 

SK280904Y  Seoul  HAPTONQ   in  English  08II  QMT  28  Sep  78  SK 

[Text]     Seoul,    28  Sep   (HAPTONG) --Vice  Agriculture -Fisheries   Minister  Nam  Wuk  said 
today   that   the   government  has    never  turned  over  Korea's    "golden"   fishing  ground   off 
Tok-to,    a   disputed  Island   claimed  by  both  Korea  and   Japan,    to   Japan.      He  made   the   remark 
in  response   to  questions    from  members   of   the  house   Agriculure -Fisheries   Committee   which 
held  a  hearing  on  overall  agriculture -fisheries  affairs. 

He   echoed   the   view  of  Vice  Foreign  Minister  Yl  Mun-yong   that  Tok-to,   known  as   Takeshima 
in  Japan,    is   traditionally  an   integral  part   of   the  Korean   territory.      TTie   barren   Island 
lying  between  Korea  and  Japan  Is   now  under  the  control  of  South  Korea.     Tok-to  lies 
within  the   recently  proclaimed  12 -mile   territorial   waters 'limit  of  Korea,   he   went  on. 

He  denied  as    "utterly  groundless"   a   rumor   that  Korean  and   Japanese  fishing  boats    were 
Jointly  engaging   in  operations  off  the    Island. 


KOREA  HERALD   ON   COUNTRY'S   OROUTID -TO -GROUND  MISSILES 


D 


SK2823'+3Y  Seoul   THE  KOREA   HERALD    in  English  28  Sep   78    p  <+   SK 
[Editorial:      "Development   of  Missiles"  ] 


[Text]     The   successful  test-firing  Tuesday  of  medium  and   long-range  ground-to-ground 
missiles,    developed  by  our  defense   scientists,   marks   a  gigantic  step  forward   In   the 
national  endeavor  to  establish  a  self-reliant  defense   posture.      The  underlying  signifi- 
cance of  this   success  is   the   contribution  it  will  make   in  enhancing  the  cause  of  peace 
on  the  Korean  Peninsula  through   the  strengthening  of  our  deterrence  power. 


393 


The  whole  process  of  development,  involving,  designing,  manufacturing  and  experimentation, 
was  carried  out  entirely  by  Korean  scientists  and  technicians.  The  Ministry  of  Defense 
claims  that  this  oounti'-y  has  became  the  seventh  nation  in  the  world  to  produce  missiles 
^   of  medium  and  long  range. 

The  importance  cf  ^ided  missiles  as  a  principal  weapon  In  modem  warfare  was  amply 
manifested  in  the  fourth  Middle  East  war  where  the  opposing  camps  introduced  more 
modern  versions  to  assert  superiority  in  the  conduct  of  the  war.  Military  powers  are 

.  now  directing  increased  efforts  toward  the  further  Improvement  of  their  guided  missile 
weaponrj'  to  develop  models  with  stronger  firepower,  longer  range  and  greater  precision. 

^  Hie  firepower  of  the  U.S.  forces  stationed  here  is  supplementing  ours  to  help  maintain 
rough  equilibrium  with  the  north  in  overall  firepower,  but  our  arsenal  of  missiles  has 
been  regarded .as  inferior  to  the  north. 

Pyongyang  is  known  to  possess  Frog -7  missiles  with  a  range  of  100  km  which  were  supplied 
by  the  Soviet  Union.   The  missile  can  reach  far  south  of  the  capital  city  of  Seoul. 
Our  armed  forces  have  some  types  of  ground-to-air  missiles  such  as  Hawk  and  Nike 
Hercules.   But  as  far  as  ground-to-ground  missiles  are  concerned,  our  army  is  equipped 
only  with  Honest  John  model  short-range  projectiles. 

Apparently  for  national  security  reasons,  the  defense  authorities  did  not  disclose 
the  characteristics  of  the  Korean-model  missiles,  but  they  indicated  that  the  newly 
developed  models  are  powerful  enough  to  overwhelm  the  North's  Frog -7.   If  so,  the 
Korean -model  missiles,  when  mass-produced  and  deployed,  can  enable  our  forces  to  have 
superiority  over  the  North  in  regular  warfare. 

The  manufacture  of  guided  missiles  requires  a  very  high  standard  of  scientific  tech- 
T      nology,  and  the  successful  test-firing  of  the  missiles  may  well  indicate  that  our 
defense  industry  has  reached  the  stage  of  being  capable  of  producing  high-precision 
scientific  military  weapons  essential  not  only  to  assert  superiority  in  warfare  but 
r   also  to  bolster  a  deterrent  to  war.   It  has  to  be  noted  that  development  of  the  missiles 
and  other  items  of  modern  weaponry  such  as  antitank  rockets,  which  all  struck  their 
targets  accurately  in  Tuesday's  test,  was  made  possible  by  the  support  of  the  entire 
population  rendered  in  the  form  of  the  defense  tax  and  voluntary  contributions. 

The   fundamental  duty  of  defense  rests  uprfn  ourselves  as  an  independent  nation,  and  the 
U.S.  Government  decision  last  year  to  withdraw  its  ground  forces  frcan  Korea  has  created 
the  vital  need  for  this  country  to  accelerate  the  buildup  of  our  defense  industry.  The 
American  decision,  in  our  thinking,  was  made  in  the  broad  context  of  its  global  foreign 
policy  rather  than  after  a  prudent  assessment  of  the  high  possibility  of  renewed  hostili- 
ties on  the  Korean  Peninsula  in  light  of  the  north's  steadfast  adherence  to  the  policy  of 
armed  conquest  of  the  south. 

Any  gap  that  may  be  created  by  the  departure  of  American  ground  combat  elements  has  to 
be  filled  by  us  to  the  best  of  our  ability.  Nevertheless,  the  ultimate  objective  of  our 
current  defense  industry  development  endeavor  is  to  promote  the  cause  of  peace  in  the 
Korean  Peninsula,  and  equally  important  efforts  will  have  to  be  sustained  to  bring 
Pyongyang  to  constructive  dialogue  aimed  at  alleviating  military  tensions  between  the 
divided  halves  of  the  Korean  Peninsula. 


III.  Intelligence  Activities  and  Plans  and  Executive  Branch 
Awareness  of  Questionable  Korean  Activities  ("Sanitized" 
Material  Deleted  by  Executive  Branch 

53.  "Sanitized"  State  Department  memorandum,  subject:  Farweil  of  the  ROK 
CIA  Station  Chief;  participants:  Ambassador  Winthrop  G.  Brown,  Deputy 
Assistant  Secretary,  Bureau  of  East  Asian  and  Pacific  Affairs ;  Minister 
Yoon  Ho  Kim,  Embassy  of  the  Republic  of  Korea;  Henry  Bardach,  Country 
Officer  for  Korea;  dated  February  5,  1969 


■SJJ^XL 


DATf:  February    !5 ,    lVo9 


F&.rov. 


;voll    of   the   FiOK   CIA    Scation    Chief 


'^"'  .  SecrcV^ar-y,    Burc£.u   of   ^:^zz  /vsian   ar.o    r-acix.c 

Affairs     •  ' ,_  ^^  '  •      • " 

.  •  Hinicter  Yoon   Ko   Kim,    Hi-r/ocasy   of    the    Republic   of 

Korea •    ' 

Kr.    }Icnry  Bardach,    Country  Officer  for  Korea 

c  rprv         "^^J^-  ~    2  ••  ■  AJ^'^^Tr.bassy    SEOUL  -    2 

'^-'  S/;/K  ^   2    (1   cc)  CIXCPAC   for   POLAD   -.1 

JiA/P    -    1 


i: 


MATERIAL  DELETED 
BY  STATE  DEPARTMENT 


(394) 
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MATERIAL  DELETED 
BY  STATE  DEPARTMENT 


J 


1|.         Kirii    then    lot   his   hair   down    ro^;ardini5  Kr.    . 

tbo   Goor-^otown    Club   in  V.'ashin^^ton,    p.C.      Ho  v;anteGUS    to   kr.ov; 
that    Turigcun    ?cJc   v;as    an    ardent   Tor    the    Califor-iiia  rico    intcr-- 
ests    end   had    injoctcd   himself    into   tho   RvOKG   nei^otiations-  on 
the    X'icc   deal.       In    addition    to    some    sizeabi£   corrjnissiono ,    :-iik 

played    in  puchin/j;   this   deal.      Ke    doseribcd   ?ak   as   a   p.r-ornotci- 
-and    operator.      ?Ci:c   thou/^^ht    that  v:e    f:hould   have    a  copy   of  -che 
invitation    (attached ),  v.-hioh   ?ak    and 

had    jointly  extended    to  Ainbaiisacor   Porter   during    the 
yimbassador '  G   visit   in  Deccrober,  and    sor.-.ev.-hat  gleefully    added 
that    this   dinner  had  not    como   off    sineo  had 

to  bo   in  CaliTornia   that   day   and   /uribassador   Porter   could   noc 
■inaJce    it.  "  '  ^^ 


>.     '  Kiro   said- -chat  Tunf^sun'  Pak  v:as,.aiso   ta:':i:-i£   credit  for 
arran.'^^int".    tho   forthcoxinj^  visit   of   the   Cqnf/ressional   [^r-ov.v 
headed   by  ""  to   Korea.      Pa2c,    he 

added,    had    travelled    to  Seoul  recon'^ly   to  ir.ake    the  nocossc.r./ 
arran.f.er.ionts   v;ith    the  National  AssciTibly   for    this   parliavrier. i-ary 
excharj^-;e   visit.  • 

\  •  ' 

.6.*      V.'o    asked  Kim   about   Tunif,:iun    Pale's   precise    connection  v;,*  th 
tho .  Georr;cr.ov/n  Club.      Kiic,   said    that   "ak   was   not   a  n5ana;vei^   nC 
the    Club   but.  had   bscn   one   of    its    rounders    tof/cther   v;i  th   hi  > 
brother  VCon   Pa>:    (v.-ho.-r.   ho   described    as    a   vo^'y  pleasant  rjcrs-jn) 
and   varicru":    other   interosts    incixjdin^^   Ar.;bassador-at-Lar,'?,c    yGn;; 
^Tun^rsun    Pak    apparently   uses    the    Club    as    a  baoo    Tor    operation;: 
*and  business   deals. 


r*5.«. 
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thoir  fortr.co;.-,iri^/   visit    to   Seoul. 
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■9.        Tunfijav-'i   ?tk    ccrtairiiy  riorits    e   closo  v;Azch   and    lionii; 
cirr.'.ijnapcc ti.on .      Ho   recently    joined    the  r.illcri;'    repr-cstnus- 
tivc-.o    in  jivnhir;;-   Tor   tho   CCC    crc-diti;   for   barley,    \mcr.t-   cr.d 
corn,    and   cr.phacizod    that    the   cchieve.v.ent  of   r.vjch   credits 
hud    the    ",vrcrvto?,o  political    siEr.iricp.r.cc"    Tor    the   KOXG .      The 
inplicatior:  jr.CLy  v.'CJ.i   be   i-ha';   r.v.ch   credits   v.-ill    enable    the 
millers    to  r.'.s.lcc   z^c&,zcr  contricuticnc    to  political    funds    th£.t 
are    likely   to  bo   used   to  pror.otc    a  public    clcmor   for   the 
third- tor-,   air.ondmer.u.      Moreover,    Tungsun   ?a2<  nay  v;cll   have    th£> 
third- torr.-.   iciuc    in   the  bac>:   of  his  Tnind  v;hcn   he  helped    to 
prorrjote    tir.o   osrli£:r.,^ntary   exchange  visit.      He   and   othc-rs    iji 
tho    KOK  :r.z\y   fnel    tha'j   such   an   cxch cr^-^cs  I'light  be    an   opportune 
v;ay    to   v;i::   friends    cinonj-];   sor.ie    of   our  key    Con.-^rossional 
officials   i:o'^   the  third-torr.  proposition.      On    the   other  hand, 
tho   reverse    could    also  be    the  case . 


Attaclimonse; 

1.  InvitTvtion 

2.  Lotto rs 
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54.  The   Korean   Cultural  and   Freedom  Foundation,  Inc.,  Minutes  of  Special 
Meeting  of  the  Executive  Committee,  dated  January  14,  1970 

THE  KOREAN  CULTURAL  AND  FREEDOM  FOUNDATION,   INC. 
SPECIAL  MEETING  OF  THE  EXECUTIVE  COMMITTEE,  JAN.    14,    1970 


A  special  meeting  of  the  Executive  Committee  of  the  Korean 
Cultural  and  Freedom  Foundation  was  held  at  Washington  headquarters 
1028  Connecticut  Avenue  N.  W. ,  Washington  D.  C.  @  10  P.  M.  on  Jan- 
uary 14,    1970.     The  following  attended- 
Ambassador  You  Chan  Yang,  Chairman  of  the  Board 
Col.   Bo  Hi  Pak,    President 
Mr.  Jhoon  Rhee,   Vice  President 
Mr.   Charles  M.    Fairchild,  Treasurer 
Mrs.   Sylvia  R.    Reiter,   Secretary 

Ambassador  Yang  presided  as  Chairman  of  the  meeting  and  Mrs. 
Reiter  as  Secretary  thereof.     The  minutes  of  the  previous  meeting  were 
read  and  unanimously  approved. 

This  particular  meeting  was  called  by  Ambassador  Yang  for 

the  purpose  of  recommending  a  new  chairman  of  the  board  for  the  Korean 

Cultural  and  Freedom  Foundation.     He  read  the  following  letter  which  he 

had  written  to  Mr.   L.  William  Horning  on  January  7th,    1970  and  also  • 

this  is  followed  by  Mr.   Homing's  letter  in  reply,   in  which  Mr.   Horning 

expresses  his  willingness  to  accept  the  recommendation  as  Chairman 

of  the  Board  of  KCFF; 

January  7,   1970 

Mr.   L.W.  Horning 
4906  Bay  Shore  Road 
Sarasota,  Florida  33580 

Dear  Bill: 

t 
This  is  my  fervant  hope  and  request  that  you  will  undertake  this  special 
recommendation  without  any  hesitation.    This  letter  is  being  written  to 
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you  as  my  recommendation  that  you  accept  the  Chairmanship  of  the 
Board  of  Directors  of  the  Korean  Cultural  and  Freedom  Foundation,   Inc. 

Also,   I  make  it  very  clear  that  I  am  also  doing  this  because  of  Col.   Bo 
Hi  Pak,   President  of  KCFF.     Bill,   KCFF  has  never  been  as  promising 
insofar  as  the  future  is  concerned,  than  it  is  right  now.     I  just  examined 
our  annual  auditor's  reports  and  I  cannot  help  but  be  impressed  by  the 
Foundation's  steady  progress  after  knowing  of  all  the  "tears  and  sweat" 
that  went  into  the  early  pioneering  work  of  this  Foundation.     This  Foun- 
dation was  conceived  with  good  purpose  and  with  a  noble  goal  and  it 
pursued  and  is  pursuing  that  goal  effedtively.   It  now  has  about  fifty 
thousand  supporters- -those  who  love  Korea  and  who  love  freedom. 

ROFA  is  going  well,   and  the  Little  Angels  are  also  in  the  hearts  of  both 
of  us.     For  this,   I  personally  auid  the  Foundation  as  a  whole  feel  deeply 
indebted  to  Col.  Pak  for  his  untiring  persistance  and  hard  work.     But 
this  need  not  be  explained  to  you. 

KCFF  truly  captured  a  large  part  of  my  heart  and  this  will  remain  so 
as  long  as  I  live.     I  enjoy  working  with  Col.    Pak  and  we  have  an  almost 
father /son  relationship.     I  shall  work  with  him  and  the  Foundation  in 
full  strength  with  all  my  heart  and  soul  without  deviating  one  iota  of 
my  attention. 

The  reason  I  am  suggesting  you  for  the  chairmanship  is  this:    I  am 
officially  Ambassador  at  Large  for  the  Republic  of  Korea  and  President 
Park  has  me  in  his  special  confidence  and  assigns  me  to  many  special 
governmental  missions,    such  as  lobbying  for  the  50  million  dollar  special 
military  assistance  to  Korea,  by  the  U.  S.   Congress.    While  I  am  following 
my  president's  instructions  as  a  government  official,  I  sometimes  find 
myself  in  a  political  environment.     I  do  not  want  KCFF  IN  any  way  to  be 
misunderstood  by  anyone  as  having  a  political  purpose  in  its  activities. 
As  a  Korean  government  official  (even  though  not  accredited  by  the  U.S. 
government)  it  is  not  wise  to  have  the  position  as  chairman  of  KCFF-- 
much  as  I  relish  it.     You  know.   Bill,  that  I  love  the  organization  and 
really  do  not  wish  to  avoid  any  responsibility. 

Where  can  we  find  a  better  Chairman  than  you?    In  fact.  Col.  Pak  recom- 
mended you  so  highly;  you  as  a  Founder  of  this  Foundation  and  you  as  a 
distinguished  citizen  who  thinks  of  Korea  as  his  second  home--you  are 
the  most  natural  person  to  be  chairman. 

The  work  will  not  be  burdensome.     Col.  Pak  and  I  will  do  everything  just 
the  same  way  as  we  did  this  far,  but  we  will  keep  you  informed  of  the 
activities  and  ask  for  your  wise  counsel  and  leadership. 

So,   I  would  like  to  hear  "yes"  from  you  in  the  next  few  days.     Then  I  will 
make  it  formal. 
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My  very  best  regards  to  Mrs.  Horning  and  to  both  of  you 
go  my  fondest  New  Year's  greetings. 

Very  sincerely  yours, 

-  You  Chan  Yang 

Ambassador  at  Large, 
Republic  of  Korea 
YCY/sr 

January  12,   1970 


Honorable  Dr.  You  Chan  Yang 
Ambassador  at  Large,   Republic  of  Korea 
c/o  Korean  Cultural  and  Freedom  Foundation 
1028  Connecticut  Avenue  N.W. 
Washington  D.C.  20036 

Dear  Chan: 

Of  course  I  will  accept.     For  you  and  Colonel  Pak  and  to  help  the 
good  cause  I  will  gladly  do  so. 

I  would  like  to  see  the  Korean  Cultural  and  Freedom  Foundation  grow 
and  prosper  and  I  sincerely  hope  that  with  all  of  us  working  and  pulling 
together,  we  might  continue  the  great  progress  that  you  and  Colonel 
Pak  have  made  in  recent  years. 

I  will  try  to  get  to  Washington  ere  long  and  at  some  convenient  time 
when  all  of  us  can  get  together  and  perhaps  learn  how  I  can  best  help. 

I  fully  understand  your  position  and  the  reasons  which  impel  you  to  re- 
linquish the  chairmanship.     I  only  hope  I  may  be  able  to  do  half  as  well 
and  perhaps  share  some  of  the  burdens  which  areresting  on  the  shoulders 
of  Colonel  Pak. 

When  are  we  due  to  have  a  Board  meeting?    Perhaps  we  can  plan  one  and 
the  agenda  therefor  when  we  get  together. 

With  best  wishes  to  you  and  Polly,  I  am. 

Sincerely, 

(Bill) 
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Under  these  circumstances.  Ambassador  Yang  motioned  to  pass  a 

resolution  that  will  show  his  relinquishment  as  Chairman  of  the  Board 

of  KCFF  and  the  new  appointment  of  Mr.   L.  William  Horning  as  Chairman 

of  the  Board  of  KCFF.    Col.  Pak  seconded  the  motion  and  it  was  approved 

by  the  committee  and  unanimously  carried: 

RESOLVED:    As  of  this  date,  the  committee  accepts 
the  resignation  of  Ambassador  You  Chan  Yang  as 
Chairman  of  the  Board  of  KCFF  with  regret  and 
elects  Mr.  L.  W.  Horning  as  new  Chairman  of  the 
Board  of  KCFF. 

This  Foundation  honors  Ambassador  You  Chan  Yang  as  a  Founder  of  the 

organization.     In  order  to  honor  his  service,  the  Foundation  elevated  his 

post  to  Honorary  Chairman  of  KCFF.     Because  of  his  duties  in  his  official 

capacity  with  the  Korean  Government,  the  Ambassador  has  to  relinquish 

his  chairmanship  but  this  committee  as  well  as  the  Foundation  will  seek 

his  close  guidance  and  leadership  which  has  been  a  tower  of  strength  to 

this  Foundation. 

The  Executive  Committee  and  Foundation  cordially  welcomes  the  new 
Chairman  of  the  Board,  Mr.    L.  W.  Horning  who  was  also  not  only  a 
Founder  of  this  Foundation,  but  has  been  an  inspiring  supporter.     This 
committee  therefore,  not  only  welcomes  this  new  chairman,  but  pro- 
claims that  this  event  will  add  and  strengthen  the  leadership  toward  the 
achievement  of  the  Foundation's  goal.     This  committee  assigns  the  respon- 
sibility of  proper  and  adequate  press  release  on  behalf  of  the  new  chairman 
to  Col.   Bo  Hi  Pak,   President. 
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Col.  Pak  then  motioned  for  the  new  election  of  the  Members 

of'the  Executive  Committee  since  this  is  the  first  meeting  of  the 

new  year.     This  was  seconded  by  Mrs.  Reiter  and  unanimously 

carried.     The  following  resolution  was  adopted: 

RESOLVED:    The  following  members  are  elected 
as  members  of  the  Executive  Committee,  KCFF, 
for  the  year  1970  as  the  actual  managing  body  of 
of  this  Foundation  whose  power  is  vested  by  the 
Board  of  Directors: 


Mr.   L.William  Horning  -  Chairman  of  the  Board 

Col.   Bo  Hi  Pak  President 

Mr.  Jhoon  Rhee  Vice  President 

Mrs.   Sylvia  R.  Reiter  Secretary 

Mr.  Charles  Fairchild         Treasurer 

Miss  Mo  ma  H.  Yoon  Assistant  Treasurer 


Col.   Bo  Hi  Pak,   President  of  the  Foundation  acts  as  Chairmaui  of 
the  Executive  Committee.    This  committee  will  regularly  meet  but 
can  hold  special  meetings  by  notice  of  the  President. 

There  was  no  further  business  and  the  meeting  was  adjourned. 


^ylvia  R.  Reiter,   Secretary 


i^6r,   S^ 
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55.  Certificate  and  Articles  of  Incorporation  of  Conference  for  Development  of 
Free  Institutions,  Inc.,  filed  September  23,  1970,  in  Washington,  D.C.,  and 
accompanying  documents 

RECORDER  OF  DEEDS 

WASHINGTON 


Ull^B  XB  In  ff  rttfy  ^^0^  f^e  pages  attached  hereto  constitute  a  full,  true, 
and  complete  copy  of  CERTIFICATE  AND  ARTICLES  OF  INCORPORA.TION  OF  CONFERENCE 
FOR  DEVELOPMQJT  OF  FREE  INSTITUTIONS,    INC.,   AS  RECEIVED  AND  FIUD 
SEPTEMBER  23,   1970,   TOGETHER  WITH  THE  CERTIFICATE  OF  REVOCATION,   FILED 
SEPTEMBER  11,   "'"•^^ 


the  same  appears  of  record  in  this  office. 


3n  ®Ffittm0ng  Wi^ntot 

I  have  hereunto  set  my  hand  and  caused 
the  seal  of  this  office  to  be  affixed,  this 


the  J.3th day  of 

_MARCH A.  D.  29-75. 


Peter  S.  Ridley, 

Recorder  of  Deed$,  D.  C. 


By  ..._.fe>r:ar7h(.._d:^^^ 


'^P^rifcfcnaexrf  of  CbjpotBMMjr 
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OFFICE  OF  RECORDER  OF  DEEDS 

Corporation  Division 

Sixth  and  D  Streets,  N.  W. 

Washington,  D.  C.  - 


CERTIFICATE  OF  REVOCATION 


THIS  IS  TO  CERTIFY  that  pursuant  to  the  Code  of  Laws  for  the  District  of 
Columbia,  the  Certificate  of Xocurporation 

is  revoked  as  of _^ ep.t ember,  11  __  i9__72._. 


PETER  S.  RIDLEY, 
Recorder  of  Deeds,  D.  C. 


^  Superintendent  of  Corpoi 


FILED 


-9^11.r72 


f.u^ 


'\  1 


Government  of  the   District  of  Columbia 
Form  HD-C  43 

P.ov.  Jvno  1963 
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OFFICE  OF  RECORDER  OF  DEEDS.  D.  C. 

Corporation  Divlalon 


Sixth  and  D  Struts.  N.  W. 
Waahln^ton.  D.  C.     20001 


70  2zn 


CERTIFICATE 

THIS  IS  TO  CERTIFY  that  all  provisions  of  the  District  of  Columbia 
Non-profit  Corporation  Act  have  been  complied  with  and  ACCORD- 
INGLY this  Certificate  of         I»c«rp«r«tiM 


is  hereby  issued  to  the    CONFERENCE  FOR  DEVELOPMENT  CF.. 

??EE..lNSTrrDTipNS»..D^^^^  

as  of  the  date  hereinafter  mentioned. 

Date   September  23,   1970. 

Peteb  S.  Rtolet. 


k'     »««•''»    *'  ^"^      Recorder  of  Deed^.C. 


c 


^--^      Recorder  of  1 


■%■  -•♦. 


X  /     '^   ?  Nathaniel 


\  ^  As  sis  tarn  t        Superintendent  of  Corporations 


H^^V 


Oorammmt  oi  &•  DUMd  oi  Colombia 
Torn  BD-C  M 
Oct  1M2 
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^^^^OnSSIHG  FEB  t       2«M 


ARTICLES  OF  INCORPORATION       • 
OF  THE 
CONFERENCE  FOR  DEVELOPMENT  OF  FREE  INSTITUTIONS.  INC. 


To:    The  Recorder  of  Deeds,   D.  C. 
Washington.   D.  C. 


We,  the  undersigned  natural  persons  of  the  age  of  twenty-one  years 
or  more,   acting  as  incorporators  of  a  corporation  adopt  the  following  Articles 
of  Incorporation  for  such  corporation  pursuant  to  the  District  of  Columbia 
Non-profit  Corporation  Act. 

FIRST:   The  name  of  the  Corporation  is: 

CONFERENCE  FOR  DEVELOPMENT  OF 
FREE  INSTITUTIONS.   INC. 

SECOND:  The  period  of  duration  is:    perpetual 

THIRD:    The  purpose  or  purposes  for  which  the  Corporation  is  orga- 
nized are  as  follows: 

[a]  To  conduct  a  charitable,  educational  and  scientific  program  for 
the  furtherance  of  understanding  between  citizens  of  the  United  States 
and  citizens  of  the  various  countries  in  Asia; 

[b]  To  conduct  seminars  and  speaking  tours  utilizing  the  services  of 
renowned  educators  and  scientists  in  the  various  fields  of  educational 
and  scientific  endeavor  and  to  establish  and  grant  scholarships  to 
worthy  students  to  be  administered  in  a  manner  to  satisfy  the  provis- 
ions of  Section  501  (c)(3)  of  the  Internal  Revenue  Code  of  1954;  and  all 
other  relevant  sections  of  the  Internal  Revenue  Code  as  they  now  exist 
or  hereafter  may  be  amended; 

[c]  To  publish  reports,  journals,   and  newsletters  regarding  various 
fields  of  educational  and  scientific  endeavor; 

[d]  To  serve  as  an  exclusively  charitable,   educational  and  scientific 
corporation,   as  provided  in  Section  501  (c)(3)  of  the  Internal  Revenue 
Code  of  1954,   as  it  is  now  in  force  or  as  it  may  be  amended.     In  fur- 
therance of  its  charitable,   educational  and  scientific  purposes,   it 
shall  receive  contributions  and,   in  the  discretion  of  its  Board  of  Di- 
rectors,   shall  allocate  them  to  any  organization  organized  and  oper- 
ated exclusively  for  charitable,   educational  or  scientific  purposes, 
as  provided  in  Section  501  (c)(3)  of  the  Internal  Revenue  Code  of  1954, 
as  it  is  now  in  force  or  as  it  may  be  amended.     Provided,   however, 
that,   notwithstanding  any  provision  in  this  paragraph  which  may  be 
construed  to  the  contrary,  the  Corporation  shall  not  engage  in  any 
activities  which  are  inconsistent  with  the  requirements  of  the  Inter- 
nal Revenue  Code  of  1954.   as  it  is  now  in  force  or  as  it  may  be  amend 
ed,   as  they  pertain  to  charitable,   educational  or  scientific  corpora- 
tions,  and,   provided  further,  that  the  assets  of  the  Corporation  shall 
at  no  time  inure  to  the  benefit  of  any  person  having  a  personeQ  or  pri- 
vate interest  in  th««Gcrp«<r»*ion  or  of  any  substantial  contributor  to 
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the  Corporation  or  to  the  benefit  of  any  member  of  his  family  or  cor- 
poration controlled,   either  directly  or  indirectly,   by  htm.    except  for 
reasonable  allowances  for  salaries  for  services  actually  rendered 
and  for  reimbursement  in  reasonable  amounts  of  expenses  actually 
incurred  in  attending  to  the  affairs  of  the  Corporation,    and,    provi- 
ded further,   that  no  part  of  the  activities  of  the  Corporation  shall 
consist  of  the  carrying  on  of  political  propaganda,   or  of  otherwise 
attempting  to  influence  legislation,    and  that  the  Corporation  shall 
not  participate  in  any  political  campaign  on  behalf  of  any  candidate 
for  public  office; 

(e)  To  promote  the  said  purposes  of  the  Corporation  through  the 
media  of  radio,   television,    newspapers,    magazines,  Journals,    and 
other  such  public  media,    and  by  direct  mail  advertising; 

[f]  In  general  to  exercise  such  other  powers  as  now  are  or  here- 
after may  be  conferred  by  law  upon  a  corporation  organized  for  the 
purposes  hereinabove  set  forth,   or  as  are  necessary  or  incidental 
to  the  powers  so  conferred,    or  as  are  conducive  to  the  attainment  of 
the  purposes  of  the  Corporation,    subject  to  the  limitation  and  condi- 
tion that,   notwithstanding  any  other  provision  of  this  certificate,   only 
such  powers  shall  be  exercised  as  are  in  furtherance  of  the  tax-ex- 
empt purposes  of  the  Corporation  and  as  may  be  exercised  by  an  or- 
ganization exempt  under  Section  501(c)(3)  of  the  Internal  Revenue 
Code  and  its  Regulations  as  they  now  exist  or  as  they  may  hereafter 
be  amended,   and  by  an  organization,    contributions  to  which  are  de- 
ductible under  Section  170(c)(2)  of  such  Code  and  Regulations  and  they 
now  exist,    or  as  they  may  hereafter  be  amended. 

FOURTH:  This  Corporation  shall  supervise  and  control  disbursement 
of  all  funds  solicited  or  otherwise  obtained  by  this  Corfxjratlon  by  or  through 
contributors  to  assure  that  said  funds  shall  be  expended  only  for  such  purposes 
as  are  in  accordance  with  the  provisions  of  the  United  States  Internal  Revenue 
Code  as  it  now  exists  or  may  hereinafter  be  amended,    so  as  to  lawfully  permit 
individual  or  organizational  contributors  to  this  Corporation  to  deduct  such 
contributions  from  their  United  States  income  taxes,   if  for  no  reasons  other- 
wise prohibited,    and  further,    so  as  to  assure  the  continued  tax-exempt  status 
of  this  Corporation  and  to  withhold  from  use  by  any  donee  any  part  of  such 
funds  as  may  not  under  provisions  of  the  United  States  Internal  Revenue  Code, 
be  expended  for  purposes  then  intended,    and  upon  dissolution,   or  sooner,    if 
otherwise  necessary,   distribute  any  such  funds  held  by  this  Corporation  to 
any  charitable  organizations  within  the  United  States  or  elsewhere  which  shall 
qualify  as  the  proper  donee  of  such  funds  for  purposes  in  income  tax-deductl- 
bility  by  individual  or  organizational  contributors  to,   and  as  shall  permit  the 
continued  tax-exempt  status  of  this  Corp>oration. 

FIFTH:    Upon  the  dissolution  of  the  Corporation,   the  Board  of  Di- 
rectors shall,   after  paying  or  making  provision  for  the  payment  of  all  of  the 
liabilities  of  the  Corporation,    disF>ose  of  all  of  the  assets  of  the  Corporation 
exclusively  for  the  purposes  of  the  Corporation  in  such  manner,   or  to  such 
organization  or  organizations  organized  and  operated  exclusively  for  chari- 
table,  educational,   or  scientific  purposes  as  shall  at  the  time  qualify  as  an 
exempt  organization  or  organizations  under  Section  501(c)(3)  of  the  Internal 
Revenue  Code  of  1954  (or  the  corresponding  provision  of  any  future  United 
States  Internal  Revenue  Law),   as  the  Board  of  Directors  shall  determine.  Any 
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of  such  assets  not  so  disposed  of  shall  be  disposed  of  by  the  court  of  original 
jurisdiction  of  the  county  in  which  the  principal  office  of  the  Corporation  is 
then  located,    exclusively  for  such  purposes  or  to  such  organization  or  orga- 
nizations,   as  said  court  shall  determine,  which  are  organized  and  operated 
exclusively  for  such  purposes, 

SIXTH:     The  Corporation  shall  consist  of  members. 

SEVENTH:  The  Corporation  is  to  be  divided  into  two  (2)  classes  of 
members.  The  designation  of  each  class  of  members,  the  qualifications  and 
rights  of  the  members  of  each  class  and  conferring,  limiting,  or  denying  the 
right  to  vote  are  set  forth  in  the  By-Laws. 

EIGHTH:  The  manner  of  election  or  appointment  of  the  directors  of 
the  Corporation  shall  be  set  forth  in  the  By-Laws. 

NINTH:     Provisions  for  the  regulation  of  the  internal  affairs  of  the 
Corporation  shall  be  set  forth  in  the  By-Laws. 

TENTH:  The  address,  including  street  number  of  its  initial  regis- 
tered office  is: 

1101-17th  Street,   N.  \V. ,   Suite  406 
Washington,   D.   C.   20036 

and  the  name  of  its  initial  registered  agent  at  such  address  is: 

Lawrence  D.   Huntsman,   Esquire 

ELEVENTH:    The  number  of  directors  constituting  the  initial  board  of 
directors  is  three  (3),   and  the  name  and  addresses,   including  street  and  num- 
ber of  the  persons  who  are  to  serve  as  the  initial  directors  until  the  first  an- 
nual meeting  or  until  their  successors  be  elected  and  qualified  are: 

NAME  ADDRESS 

Donald  A.   Brown  1101-17th  Street,    N.  W. ,  Washington,  D.  C. 

Lawrence  D.   Huntsman  1101-17th  Street,    N.  W.,  Washington,  D.  C. 

Edward  M.   Statland  1101-17th  Street.   N.  W.  .  Washington,  D.  C. 

TWELFTH:    The  name  and  address,   including  street  and  number,   of 
each  of  the  incorporators  is: 

NAME  ADDRESS 

Frances  W.  Alspach  HOC -22nd  Street,   N.  W. ,  Washington,  D.  C. 

Lawrence  D.  Huntsman  1101-17th  Street,   N.  W. .  Washington.   D.   C. 

Edward  M.  Statland  1101-17th  Street,   N.W.,  Washington,   D.  .C. 


Date:    September  21,   1970 


Three 
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ik.  pUB^ 


Edward  M.   Statland 
INCORPORATORS 

DISTRICT  OF  COLUMBIA:  SS 

I,    Susan  Lee  Gooding,    a  Notary  Public  in  and  for  the  District  of  Col 
umbia.    hereby  certify  that  on  the  21st  day  of  Septennber.    1970  personally 
appeared  before  me,    Frances  W.   Alspach,    Lawrence  D.    Huntsman  and  Ed- 
ward M.    Statland,   who  signed  the  foregoing  document  as  incorporators,    and 
that  the  statements  therein  contained  are  true. 


My  Commission  Expires: 

Uj  CommiKlon  EspL-cs  August  14,  19^4 


NbTARY  PUBLIC    (Susan  L^-Ciixjljig)! 


■■<0o  , 


11 


^i 
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i>Lp-29-70   zo::m  C  Ai:>yj 


;;-T_    H     i::  .cc 
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56.  List  of  incorporators  of  Conference  for  Development  of  Free  Institutions, 
Inc.  with  related  correspondence,  dated  April  5,  1971 

April  5,   1971 

Georgetown  Club 

1530  Wisconsin  Avenue.   N.  W. 

Washin^jton.    D.  C.  .  ^ 

Attn:    Mr.   Kim 

Re:    Conference  for  Development  of  Free  Institutions,  Inc. 

Dear  Mr.   Kim:  . 

I  am  enclosing  herewith  an  annual  report  to  be  filed  onibehalf  of 
Conference  for  Development  of  Free  Institutions,   Inc.     If  you  will  refer 
to  the  form,  you  will  see  that  the  names  and  addresses  of  directors  and 
officers  must  be  listed  on  this  form.     Since  I  do  not  know  who  the  direc- 
tors and  officers  of  the  corporation  are  at  this  time,   I  am  sending  this 
to  you  for  completion. 

This  form  must  be  filed  by  April  15,   1971. 

.-"-'::..':.*.    -.L-.lrr.'l^ -'.    'iV  Very  truly  yours,     .      '     -    -'■.:^.'-''r 


«^ 


..  -  -."     •'..•■.    •-    '.'■''."-:      •     ;■"  L     /-Lawrence  D.   Huntsman.  -!   '.'  ! 


L.DH:mc 
End.    .  . 
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■;>..:;n?r.'./:wt.'oj"';"i\      ". .;  V .  •.;  :  ••.;  .. ^.^ -  :.:■.•' 


■,::;-•;     .■     -  ^:y^{-'^[^i''-^^  ■-'• 


~t    '■  -J. r.^:J*^y'J.\:i^.f  concerned  .vlth/the'raoTclng' of .  lows  "in   South" Korea *;andtho."JUnI ted    States, 
.  *■'  •:/r.";ii:-^,vV."il!,It  ^tlnin  .provldoo' n'rnro  opportvinity   to   ohorc  out"   IcclfJ.flClve  ■*  "  .'■■  '^ 


b-.'-  .■.'^■'^•^i^-^::il-\j'-:i)J^^^^  Korea  hos  been  not-.only  .one  of  our 


i*    ''V^.;'^  rV*rv'';p';l.->^bur;lcn,  for  their  ^^o  South  Korea  glvce.un   a-rcncwrjl  hope   ond  ..   - 

.:'       '  •f/.-J*-:\;J.jyi' :■?  n-.ficv:  oBoxiTance.\.:\'L<it':iio'.nl\' he  QoncrouB-in   our   frlcndnhlp,    and   Join - 

■\  -  ■■v-!-.-''.*-'v'"<^""'-'^'''^<  •!.•■. ..   '    .-"«"■'-■"-•■•*■•':'.•'■'?«      »'*Z*.  •'    ■"*    •      ....      •..■"■■•"  !--•  _•  ■      '    •  -.■ 
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'..'.'■     The  .neur.e  •ono    oJdress,    incloding>'*<  .'/-i'  ■►.■,'■ 


'.•  ••'.!,;':.•.■  ..•i'^'r:'^'-;  street  cnnd   nun-Jbcr;.;'of  cachrir-corp.Qcct.oX   .is',?<-;;;;^;;'.  JipjiV.^/^-^:^  '•■ 
■ . ''■■^!^:-•v':.^-''^•■.■^;i^^  ■  T?AM2'\V^l^"^;^y;-?i*C'*''^=^^''^  address     •^?Kf'<M-'«'^'^:  v''^^ 

\'>/!/li^^^'''">^'.r.'- House   of    Reprcsontatives'"^  '_• 
(^^:Zli^iilS^'"'^-. V'3 s"h i n g t on ,  . D . C . .  xv'; : 'i^Z-^ie •  '• ' 


'  ' .  '  /     Hon.    nichard   T 


.  i"-^^^O.Jr^  Y^'^scrc^i^ /'^'-olii^^ 

"  •'<--:*-^^"*^'^'' Vv  V^'-^  y^^'^  '  '''''/^^^^'- V^^  ^^:-^'^°^^^'  '^^   Representatives:';'^-'/';  ►; 

:^xK.Hh^..--'<2^.  y^i^^^Si^^^  v^-^v;  washing tonV^p.c:;\)!?;V^s''i?^;^[':v  :(: 


.:*-v."^'/Sv(j    >/.^  y^^     '-■.  v:>^*..N.  v.  t.  .-.;.. -House.' of   Representatives:;'"- /'I 't 


'''^'W^W^^-^'-''^''- 


v: -»'.v-i  - 1 
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f   I  f~7^^         /»— rT  '     •      •   -ilouse   of   Rcpror.cr.tatives'  .',.    ■ 

•:•:    ■•■•.-.•  /     /      *  ('     »  .^-  -'Oa  :S:V..' House   of   Representatives  •^.  ..•" 

•"■-'•.•   »'~^)on.-  David   Prycrl-j  '  "■•.  ./•••'i'''--*^^^'*'-- v'' •'  ■•      ;•  ■'•'.!'■    -"^'l''.  ■■■■'  ■  •<•'"•.■.'••"> 

•■'    ".V-    >        -rN   ■         (    '*    •      ;-i>v."''^lV.-' •  ••  •  ■    '         ■■      .-       v^v.     ■ 

'X   \   A       '    \     \/   -»  --^N.  •;V--v-7  .:  -^     nouse   of   Sepreser.tatives.  •.:..,.. 


V  :'   1 


jpr 


Ai:^ 


fi' I      _/-     //..      ^  "/^''-WoxiSQ  of   j^opresentatives 


^n.    A.lbert   Qui 


• .   •.».■;':';■•••■.•■'  'yC.\jy        •       '  ■  ..'    7>  /^"^  ■'•■"•'    V  V  lliouse   of   Representatives'  .' .' 
"^'V;S  MV;  I      I  f^CnfLjL^j    U       ^/^^--^^     yG-^ashington/i.D.C.;;:.^^^  -V.-' 

»'..  ••  '•  Vf.v'^-'-:  ■  .Hon.  4'^)10^^as  ^O'KajAl       1^'""  (.  I  ■        '■  '■     *•     '      'i  ?  •       "r'   ■ '.  ••*'.■'•" 

:*     J??':" -■•■l^'.-"      y^.'/   ■  •■/.-.r".    "'•/  /V^^       House   of   P.eon&sentatives.-v  *•  •  ' 


":'  '■  ■■    .'!"•<•'■;  .tmK 


•House   of   Repuosentati-ves.-..  • 


vf; 


.*■•  .  "•f-.'^'';'.^r    /       ''S^'^yl^/        '     ,    ^'r?;Ir/^v:'-/;iliouse  of  Representatives  ■    /•'^  *. 

'.     .' r;  I:  <fr^-  ] Ion.    Thomas    S./^sL<ippQ  V.'-rA^:  **''•»'• .        -•■.  .■>■'••     •.•".''* 

■••-  i-';^:-^'.--^'.    •  ':      :r.  •  •-•         \'H'.f\-.      2446"  House  pf  fie  e^  Building      " 

•"v    V-' J-Zf/JW^'  /5/)\\     "  //^■■■■•'v7)^A7ashin5ton,jD.;C^^^^ 

'  ■iV/;!».J?^^'/   '^'.y         /      .$   /\\i    I  Uti  .    y^/?V' Koufee   of 'Representatives    ••  •  • 

"j"   '■■■.■•':'irr{^  fi^h-    Cot^elius   Gollagh(/d -/j^jv^. ••■■•."  ^:^     it^'f/i' :'' v/JT*' *    :        ?f^-\:';  I- 

.■..•.■■"••'.•!"-.■•••  I     -/I    /~r~  I      I       *     lA  »  ,*  ~S     y  ""T'^"  Kouse'of.  Reoresentatives  ■■  -  .v..  -.'V 

;/•  -••-:;i^'-^^MA"  ^'   •y-^-^r'T^^^was-hlngton.i-pJc-lv^r^  V  v^ .;}^j^  ^^" 


House  of  Heoresentatives; 


,*.•   .■'.•/■-^. ''^.Hon.-Lee  Hamilton  :^  ■ '^/^^■^^'i^^''}\^^■i''^•:■.p\'^   •  .'r.?- •' '•  ;??'^r;'--'  »*;-''-'•.  V*. 

-  •'.."-  ■■•-y/V>  •~^'^^<-<-'^  ^'  •      ^A.^y-C'-v^  •  ^^'|i'..Oi;J:';yVi/;i^^rQwj. York  'university/^  >  '  ;, 
.     *•■:-•.""[•/..■•    Professor  Frank*  TragerT-^r'^'.  ri/-v'^"ew:i  York/' New- York:  '•'         •"-.•■.    -"■ 

.:  V".  .'•  i^' :..:•.;    Hon.VEligio   od   la*^Gar2aV-iv'-;^-7:r.  House 'of   Representatives*"'...-.. 

-  .•    ^^i'*';-'*--*     I:'      '-V'*'!  •    •'\\  •   ■      "   '■•;r''iV'.-;-?r.';)ir,^"''a^hington,\D.C._j..  •.,      .    .  i:..^.   >.^-:' 

•  j'l^y^-i^fff^^'^  ^''    ll^Ajt^l  ^^V^yi>^^V;v^^7iou5c'of   Repres entat ivea-.  J.-/ '-v 
:,■•'■■ '■:.'H  iJ^-:'''^-°P.'  ..".•JOhnA"/  (J-roppy  .  O^p.  ■-\c.\^';;^}"![;;vV;aonington/  D.C. '7.^^^^ 


/ 
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Hon.    Richardson  Preyor 


7^  4-1  ^  '■ 


/»/■></ ^^-< 


Hon.    Robert   L.^^ogett 
Hon.    Peter   Frelinghuysen 


^^r   ^^^^ 


^^ 


i-.Hon.    Peter  Fre-Hnghuysen 


iHon.    Jainas    F.    flashing      V\ 


■/^ 


.^^.ppW- ^ 

'     ^    vHoh.    Spark  Matsjjnag^     ^       J 

^       fji^n.    Walter  "ri'^/er  '  O 


yf/O'/  -^i^^cA>^ZMZ<S<<ljf^ 


T 


^snoa -au-i-ldi-iig 
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ADDRESS 


Hon.    Kelvi^jPri^*^ 
Mr.    Jarr.es   Morton 


'MM 


-%- 


Robert  A.    Seal 
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Hon.  Bill  Alexander  (J 


'■J 
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v-»        lion.    John   Paul   llanv.icrschmidc 


House    of   Kcprcscntativj.'S 
~w"3nin"ion.    0.    C. 
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1/  ^    )  0 


419 


CONFERENCE  FOR  THE  DEVELOPMENT  OF  FREE 
INSTITUTIONS 
A  Statement  of  Purpose 


One  of  the  fundfimentaX  lessons  of  history  is  that  although  men 

are  torn  free,  societies  have  to  be  made  free.  -  It  is  out  'of  this  •- 

need  to  develop  and  defend   free  societies  that  the  drama  of  human 

struggle  takes  its  shape  and  meaning."  -  Indeed,  all  the  sufferings 

and  sacrifices  of  mankind  would  be  in  vain  if  it  were  not  for  the  . 

ision  of  freedom  yet  to  be  achieved  throughout  the  world." 

•  ■■•"•  •  'i  .  .  ■    • 

It  "is,  therefore,  most  heartening  to  realize,  that  -as  maoiTcin^ 

struggles  to  throw  off  the  chains  of  the  past,  the  clear  and  dis- 
tinct trend  of  modern  times  has  been  definitely  toward  the  enlarge- 
ment of  freedom  in  an  increasing  number  of  societies.   Yet,  we  are 
also  acutely  aware  of  threats  and  obstacles  to  the  full  realization 
of  freedom  in  many  corners  of  the  world.   Totalitarianism,  poverty, 
ignorance  and  disease  are  only  some  among  such  obstacles  to  be 
overcome.   There  are  others,  such  as  the  absence  of  tradition  of---.  . 
freedom  and  insufficient  committment  to  defend  it.>>For  all  -these  _._■ 
reasons,  then,  it  becomes  imperative  for  the  more  developed  nations 
not  to  remain  indifferent  to  the  efforts  of  new  states  struggling 
on  the  road  to  freedom  eind  economic  development.      ■  -   •   •'  -   "   • 

The  record  of  the  Unit=rd  States  in  this  regard  is  a  most  re- 
markable one.  ;  Daspite  its  trnditicnal  tendency  to  remain  "somewhat  ". 
aloof  from  the  rest  of  'che  world,  the  United  States',  quickly  "adapted  " 
itself  to  the  changing  international  environment  and  generously  .  •/ 
gave  of  its  resources,  both  human  and  material,  for  the  development 
of  a  free  world.   As  a  result,  a  country  such  as  South  Korifea",  ~*  ' 
placed  under  the  most  difficult  imaginable  conditions,* yet  found  it.* 
possible  not  only  to  survive  as  an  independent  nation,  but  also  to 
gr'^w  as  a  free  society  as  "well. 


420 


From  the  beginning,  the  Ajnerican  aid  to  Korea  has  been  both 
governmental  and  informal.   Aside  from  the  formal  relations  between 
the  governments  in  Washington  and  Seoul,  there  has  been  a  continuous 
flow  of  contacts  and  exchanges  between  the  American  and  Korean 
leaders  in  arts,  sciences  and  religion.   It  is  no  exaggeration  to 
say  that  a  large  part  of  the  credit  for  Korea's  success  in  laying 
-the  foundation  for  a  free  society  belongs  to  such  nongovernmental  -. 
relations.  .     .   .   -   ' 

.  One  conspicuous  exception,  however,  to  this  general  pattern_ 
of  contacts  and  exchanges  has  been  the  rather  surprising  absence  ••" 
of  any  opportunity  for  Korean  legislators  to  meet  with  their  . 
American  counterparts  to  exchange  and  share  ideas  and  experiences  of 
mutual  concern.   This  lacTc  of  contact  between  legislators  is  all  the 
more  regrettable  since  the  potential  benefit  is  so  great  and  so 
fundamental  to  the  development  of  free  insti.tutions. 

The  purpose  of  the  Conforc^ncc  for  the  Development  of  Free  In- 
stitutions is  precisely  to  remedy  the  above  situation  and  meet  the 
.  need  for  informal  contacts  between  maTcers  of  laws  in  America  and  -.. 
"ibKorea.   The  Conference  will  attempt  to  achieve  this  purpose  by 
organizing  seminars  and  symposiums  where  ideas  of  mutual  interest 
can^be  informally  discussed  in  an  atmosphere  free  from  the  pressures 
of  official  business.   The-  Conrerence  will,  also  attempt  to  establish 
channels  of  communication  by  arranging  for  publication  of  relevant- 
information  and  other  ma'r.srials.  •  In  short,,  the  Conference  is   .--  ■ 
founded  on  the  belief  that,  as  increasing  numbers  of  Koreans  and 
Americans,  including  academics,  artists  and  religious  leaders  as  - 
"well  as  governmental  officials,  have  come  into   contact  with  each 
•  other  for  the  benefit  of  both  sides,  so  too  the  legislators  can  and 
must  gain  fresli  ideas  and  valuable  insights  from  each  other.  .  We 
believe  that  what  the  Conference  aims  to  do  is  long  overdue,  and  it 
is  time  for  us_  to  move  ahead  into  the  future  of  free  men  and  free 
.  societies  by  building  bridges  across  free  nations. 
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57.  "Sanitized**  memorandum  from  C  D.  Brennan  to  W.  C.  Sullivan,  dated 

June  14,  1971 


UNI'IED  STAIES  GOVERNMENT 

Memorandum 


W.  C.  Sullivan 


FROM     ;  C.  D.  Brennan 


1  -  Mr.  W.  C.  Sullivan 
1  -  Mr.  C.  D.  Brennan 
1  -  Mr.  G.  A.  Day 

DATt:       6/14/71 
1  -  Mr.  E.  R.  Harrell 
1  -  Mr.  W.  R.  Wannall 


m^ 


SUBJECT:  UNKN^^'-mpJECT; 

mTERNAL  SECURITY  -  SOUTH  KOREA 


tfC- 


C 


This  afternoon  (6/14/71)  Assistant  Attorney  General  Mardian    -^  ' 
telephoned  to  ask  if  the  Bureau  was  inves,t,i^atln[:,information  indicatinr'    ^^ 


element_J'A" 


i^.     1  aavised  him  tiiat  we  were  aware  tlmt  the  inteniaencg 


'  request  lor  any  investigation  and  were  not  conducting  any.    He  asked  thai  he 
be  briefed  on  this  matter  and  I  sent  W.  R.  Wannall  douTi  to  do  it  after  making 


certain  that  Mr.  Mardian  is  cleared^ 


U;.-^V'^ 


intelligence  element  "A" 
The  facts  arc  these-    The  A       advised  us  orallv 


ate  last  veei-  of 

-3 


f\ 

\ 

I 
^    0 

^^' 

i  ntel lifleQC£_elemen± 


When  this  was  called  to  our  aiup  lor 


jby     f^     "we  pointed  out  obvious  Wliite  House  interest  and  were  told  the(_ ^ 

I  material  would  be  forwarded  to  the  Wliite  House.    Mr.  Mardian  was  advisea 
of  the  foregoing  information. 

Mr.  Mardian,  in  Wannall's  presence,  talked  to  the  Attorney 
General  by  telephone,  then  stated  that  the  Attorney  General  requested  an 
immediate  discreet  inquiry  for  the  purpose  of  identifying  the  individual 


WRW:bjpbi;' 
(6)      ()' 


I  64^0 -•^5^ 
fiSl  RCCCRDEO 
JUl^j  5  197T     y 


CONTINUED  -  OVER 


/n 


i/^' 


3S.783   0  .  78  -  28 
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Mem'orandum  to  W.  C.  Sullivan 
RE:    UNKNOWN  SUBJECT; 


named^^ ' ..  J    In  view  of  the  extremely  delicate  source  of  the 

information  forming  the  basis  for  the  inquiries,  Mr.  Mardian  asked  if 
we  would  undertakr  th^nquiries  based  on  his  oral  request  since 
protection  oC    _  .^^     .^source  must  be  afforded  paramount  consideration 
and  he  did  not  like  the  idea  of  paf>er  containing  material  which  might 
jeopardize  the  source  floating  around.    He  was  advised  that  immediate 
consideration  of  this  would  be  afforded  his  request. 

The  request  originating  with  the  Attorney  General  is  one  which 
involves  established  Bureau  line sti^rativr  responsibilities.    As  we  do 
not  have  copies  ol[_  ""  .^r^"  -:  ':-':!>^  ■-.  .  -l'  'wbv     ^      we  are  arranging 
to  get  copies  immediately,  intelligence  element  "A" 

ACTION: 

intelligence  element  "A" 
If  approved,  upon  receipt  of  the  material  from    /      we  will 
proceed  with  a  discreet  investigation  as  requested  by  the  Attorney  General 

Jn  an  effort  to  identif\'        ^^  and  ^ill  send  the  results  to  the  Department 
EET^^ir^    -..^rV^/^?';^-^^-'    ■^^^^•-/■''y   This  mvoWes  h^id 
delivery  eliJier  To  thc^Aliorncy  Uene'ral's  ollice  or  Mr.  Mardian's  office, 
le  Attornev  General  and  Mr.  Mardian  are  cleared  for  access  to 


— -wn.i  ■•ffii^   ^^'  results  will  be  brought  to  the  Director's  attention 

prior'to  de  live  "to  the  Department. 


y^ 


k 
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58.  "Sanitized"  memorandum  from  W.  R.  Wannall  to  C.  D.  Brennan,  dated 

June  21,  1971 


_..  ROT/TE  IN  ENVELOPE 


UNITED  STATES  GOVERNMENT 

Memorandum 


TO         :  Mr.    C.    D.    Brennf 

FROM     :  W.    R,   Wannall/^j^  y^r     ■"' ^'W 

SUBJECT:  Cl...,.^  ..^^  ,, .  .   ..  ^3 

INTERNAL  SECUIUTY  -  SOUTH  KOREA 


1  "   Mr.  W.C.  Sullivan 
1  -  Mr.  CD.  Brennan 
1  -  Mr.  W.R.  Wannall 

DATE:  6/21/71 
1  -  Mr.  G.A.  Day 
1  -  Mr.  W.J.  McDonnell 


§ 


If 


\        HoIb 


Memorandum,    CD.   Bre.nniiiJ^to  W.C.    Sullivan,    6/14/71, 
,/>.     captioned  "Unknown  SubjectjjT^  ^^^*    Internal   Security  - 
/» /       South  Korea"   reported  an  draX'*request  by  the  Attorney  General 
/  ^        -JAG-1— ^",^^^5 ^   date^,lar^ an ^iimriediate   discreet   inQ^uiryt^^^  identify 

fc  Director  approvecT T 
.CpjDi .Rs,,,fi^ _, __1  !jt^Vi.gence  el emen t 


(K^1577i7/ 


^-_-_,.cr::^^^3ia::.;HTt3fe=^^ 


^-""^    .stJf"-^* 


cxmtmnuedS* 
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^ 


Memorandun^^  y^p.  Wanna  11  to  Mr.  CD.  Brennan 
Re:  "' 


i^.O^ifl*  f-' v^f^. 


yfi*fTii>l>-  I     ru 


J 


Attached  for  approval  is  a  letter  to  the  AG, 
setting  forth  the  results  of  our  inquiries  and  advising  hlo 
that  in  view  of  the  sensitivity  of  the  sources  involved  in 
this  natter,  no  further  Inquiry  is  being  conducted. 


ACTION: 


If  approved,  attached  letter  to  AG  should  go  forward. 
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59.  "Sanitized**  memorandum  from  J.  Edgar  Hoover,  Director,  FBI,  to  John  N. 
Mitchell,  Attorney  General,  dated  June  21,  1971 


il  -  Mr.  W  C  Sullixan 
June  21,  1571 
1  -  Mr.  CD.  Brennan 
;1  -  Mr.  W.R.  Wannall 
1  -  Mr.  G.A.  Day 
I—  Mr.  W.J.  McDonnell 


The  Attorney  General 
Director,  FBI 

INTEEIilCL 'security  -  SOUTH  KOREA 

Reference  h.s  na.de  to  your  oral  request  of  June  14 
1971,  for  a  discreej^^  inquiry  _by  this  Bux-gaju^jfor  the  purpose 
of  identifying  one  /  '    ':■■■''".        /'""v 


Ji:& 


G 


lentifying  one 


f^i-t.'^n-r ,  h'HItff^'Saai^ 


A   review  of   the  intelliaence  element  "A" 

.^^  ♦•  furnisbed   to  iis   on^  Juno    lg_.__197!_ 


1«    02    5! 


M 

\ 

J 

:  7 

hi  iif-i  ■  Atm 


lolm \ 

<<llin* \ 

%ctt i 

ll»k.f> f 

II......    CD         V 


'?!'?»r: 


.'..IIJUMjineB 


!<  \ 


'■Vitri.iirii 
MAlLROOM[IZi    TELETYPE  UNITCD        INDEXED 


"^/^^^    /■  SEE   NOTE   PAGI  ITSO 
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The  Attorney  General 


■  ^j^^aAAv.-.        riMiftf  -irifiHi 


J 


-   I         In  view  of  the  extreme  sensitivity  of  the  sources 
Involved,  no  further  investigation  is  contemplated  in  thie 
Batter. 

1  -  Assistant  Attorney  General 
Internal  Security  Division 

NOTL; 

See  memorandum,  W.R.  Wannall  to  CD.  Brennan, 
6/21/71,  same  caption,  prepared  by  WJM:dgo. 


CI  HI   ■lllji 

^.^.p^      .     .'-.         ^_slnce_it   contains 
in f  orma tji on^s o  ^ cjl  ap i  1  j  c d .^ v^"     inj^^lioence  element  "A" 


j-i"'!-^-^--^"-^  -^^-^^^''-g-— -  -  III  adn  \\-  II  -r  iirnMhiii  ^ 


gr^ 


J'"S5? 


<L^....,^^j 
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60.  "Sanitized"  memorandum  from  W.  R.  Wannall  to  C.  D.  Brennan,  dated 

July  14,  1971 


-o-^MUTE  IN  EN^^LOPE 
Memorandum 


UM7ED-STATE3 


CD.  Brennak.L'' 


W.  R.  Wannall 


SUBJECT 


DATE:     July  14,  1971 


1  -  Mr.  Sullivan 
1  -  Mr.  Brennan 
1  -  Mr.  Gale 
1  -  Mr.  Wannall 
1  -  Mr.  McDonnell 


c.ii.h...L<:: 

Or 

Po»dot 

^^ 

ll.iln.-. 

^  - 

Last  week  Assistant  Attorney  General  Robert  C.  Mardian 
I  telephoned  to  say  that^TljteJJiAence  element  "A^^        had  called  personally 
to  his  attention'^      ~-r*t— ~-  -.i-J-  ■ 


I 


Mardian  pointed  out  that  because  of  regulations 
relating  to  the  protection  of^^      "'"^"'^      "  "L..-.^  ^sources  and  the 

small  number  of  people  in  the  D  e  partme  n  t'"vv  h"o'^r"e'~c  i  e  a  red  for  access  to 
this,  he  was  reluctant  to  send  over  a  letter  for  fear  of  compromising  the 

(Tntelligence  element  "A|^ 
'_sourceV    Therefore,  he  said  he  had" asked  f^      to  get  the  material  in  our 
j  hands  and  that  it  be  carefully  reviewed  to  determine  if  any  action  can  be 
I  taken. 


£ 


We  followed  this  ■wath  lintel  11  qence  element  "A" 


.^^i^.^- 


u 


I 


f'y^ 


mt\  nn».iii    II 


WRW/WJM:amsN   ,     >4o'"  ,.  .,  ' 

(6)  d^J  l^or  "'^ 


INDEXED      ^^^ 


'^'u)'^    W 


^V-""  JUL  3  0  137/ 

SEE  ADD_ENDU]V1  PAGE  3. 
T>\"v'^ 'continued  -  OVER 
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Memorandum  for  Mr.  Brennan 
— rxn^ 


ReiC^^ 


IW    .'BWJW^^W*    •- 


littfa 


•j-aiii  i-.TVi-i-  ,^^|_ 


We  have  received  no  information  regarding  this  matter  from  zjiy 
other  sources  and  there  is  no  data  in  Bureau  files  which  woiUd  serve  as  a 
basis  forjhe  Bureau's  conducting  any  active  investi elation,    ye  are  pre:!'jded 
from  doing  this  based  solely  on  material  from^         Ufc.i  Ymm'  "^^^M 

sources^    Flirther,  even  if  the  allegations  from  these  sources  couia  ue  :roven. 
it  is  doubtful  that  any  prosecution  could  be  sustained  because  of  attenda.-.: 
disclosures  which  would  be  required  in  court  proceedings.'  The  most  lexical 
\  action  which  might  be  taken  would  be  in  the  hands  of  the  Department  of 
I  Justice,  the  Department  of  State  or  the  White  House  and  would  be  in  the  nature 
jof  administrative  action  rather  than  prosecutive  action. 

requests,  f  "■  '  •  jW 


iii^imM 


:27 


^||gH^;^:.:.„^  •;«,..         ■        ..■,-■ 


ACTION: 


If  approved,  we  will  orally  advise  Mardian  of  the  results  of  o.r 
analYgisnf  this  situation  nnd  pnint  Qtit  that  if  tho  Dppartmcnt  requests.^  "'*5f 

■■■■>-':  f 


(OVER 
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ADDENDUM  OF  W.  B.  SOYARS,  JR.         7-15-71       WBS:crt ,  ■ 

Although  this  is  a  highly  sensitive  matter,  I  think  that  we  should 
advise  Dr.  Kissinger  at  the  White  House  as  well  as  the  Attorney  General, 
jn  writing,  that  we  are  not  initiating  any  investigation  and  reasons  we  are 
precluded  from  doino^  so.     If  the  Attornev.Gpnprfai  ajid/or  Mardian  believe 
It  IS  advisable  f    .^      - ,  ^^^i:..,  .^:::^^x^:^^.7.,^,  -.,  ^^:.,     -  _;.    '•■'tv  ;   ,.  .^^  :W  we 


'mm 

should  be  informed  speciiically^s  to  the  basis  lor"lhe"''2liiliorTry,  ii  oeing 
noted  that  under  the  Presidential  powers  vested  in  the  Attorney  General  he 
can  only  authorize  suchr'""-"^;""':"'      iL^J,','      "3to  protect  the  Nation 
agamst  attack,  to  obtam  loreign  mteiligence  miormation,  to  protect 
National  security  information,  to  protect  against  the  overthrow  of  the 
Government,  and  any  other  clear  danger  to  the  structure  of  the  Government 


iL^J^X^' 


\£  z:sc 
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61.  "Sanitized"  letter  from  J.  Edgar  Hoover,  Director,  FBI,  to  Henry  A.  Kis- 
singer, Assistant  to  the  President  for  National  Security  Affairs,  dated 
July  16,  1971 


(iV'JJO'S-^9 


July  16,  1971 
BYLIABON 


1  -  Mr.  Sullivan 
1  -  Mr.  Brerjun 
1  -  Mr.  Gale 
1  -  Mr.  Wannall 
1  -  Mr.  McDonnell 


Honorable  Henry  A.  Kissinger 
Assistant  to  the  President 

for  National  Security  Affairs 
The  White  House 
Washington,  D.  C. 

Dear  Dr.  Kissinger: 

There  is  attached  an  analvsis  P 


'd- 


[ 


""BWTrtsr: 


'jM^y? 


T^WT 


!,_!  -!  ^iW9 


I    nlM'n  I     rri-^-^^'*^^^'    -■— -'>^-^- 


This  Bureau  has  received  no  Information  regarding  the  matters 
set  forth  in  the  attachment  from  any  other  source  and  there  is  no  material 
In  our  files  which  would  serve  as  a  basis  for  any  active  investigation  into 
the  matter.    V/e  are,  of  course,  precluded  fror"'  Lnstitutinr  investigation 
based  solely  on  material  from  f  "^  ^  ^iri  "-t  ■■    ■^v!i';r---    "^sources.    If 

the  allegations  as  set  forth  in  tnCUGcnment  could  be  suostantiated  througa 
investigative  activity,  it  is  doubtful  that  any  prosecution  could  be  sustained 
because  of  attendant  disclosures  which  woiild  be  required  in  court 
proceedings. 
.  O 
.:    Information  in  the  attached  memorandum  is  also  being  made 
available  to  the  Attorney  General.    No  further  action  is  contemplated  by 
this  Bureau.    - 
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Honorable  Henry  A.  Kissinger 

NOTE: 

Classified  r"^^-^-'  --"■'• '■'g^::::...  J  since  it  refers  to  matters  so 
classified  bxujl    intelligence  element  "A"    "  ."^ 


lifi'tiiiiirii  [-•-■-■■'-'■■^ 


^irtmWirM'TiVmlni 


.••  •  /*• 
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62.  "Sanitized"  memorandum  from  J.  Edgar  Hoover,  Director,  FBI,  to  John  N. 
Mitchell,  Attorney  General,  dated  July  16,  1971 


The  Attorney  General 
Director,  FBI 


July  16,  1S71 

1  -  Mr.  Sullivan 
1  -  Mr.  Brennan 
1  -  Mr.  Gale 
1  -  Mr.  Wannall 
1  -  Mr.  McDonnell 


This  Bureau  has  received  no  information  regarding  the  n^atters 
Bet  forth  in  the  attachment  from  any  other  source  and  there  Is  no  material 
in  our  files  which  would  serve  as  a  basis  for  any  active  Investigation  into 
the  matter.    We  are,  of  coxirse.  precluded  from  Institutinft  investigation 
based  solely  on  material  froniT  _..,„.    ■,^.,^?^"..'     "!jources.    If 

the  allegations  as  set  forth  In  the  attacliment.  could  be  suostantiated 
through  investigative  activity,  it  is  doubtful  that  any  prosecution  could  be 
sustained  because  of  attendant  disclosures  which  would  be  required  in 
court  proceedings. 

Information  in  the  attached  memorandum  is  also  being  made 
available  to  Dr.  Kissinger  at  the  ^^'hite  House.    No  further  action  is         ^    ^ 
contemplated  by  this  Bureau.  I  ^''^'^^  '  J  O  0 


Enclosure 

WRW: 
(8) 


XSB  RECORDED 

cor 
/^ULdo  J971' 


•r 


yp  I?)   NOTE:        Classified -f  '      '      -'-X^'^^T^since 

{\^0^{^     classi/i e -i  hv;U:£_^nte  1 1  i gence  e  1  g";e/'t  " A'T  '  .  -  . 

Mm. \  -r^ 

-I.  «  • 

^  TPW-T^  -I  ^ 


V 


nttmn 

*■— *» mailroomCZD  teletype  umTCZl    INDEXED 
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V^ 


I 


1  -  Mr.  Sullivan 
1  -  Mr.  Brennan 
1  -  Mr.  Gale 
1  -  Mr.  Wannall 
July  16,  1971  1  .  Mr.  McDonnell 


At  the  request  oL^ssistant  Attorney  General  Robert  C.  Mardlan, 
the    \intelligence  element    Agurnished  to  this  Bureau f 


A  review  of  these  f  ,  ^ 


^   . ^.i.i^>gt^.^^-tu     fftfc-n^rf,   r-<-r,*H>,iv        -•^'^Ifiiiiiriri 


-If 


«•<» — ^ mailroomCID  teletY'  ...       .  ,^  v^ 

feiiii     'riTuMiiiriMiiia 


i'  ff/:^-''  f 


SEE  NOTE,  PAGE  2 
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/  ^- 


[Jl,.      '  ..-tmim-ILI   I..Jltfll||« 


NOTE: 


Original  being  sent  by  cover  letter  to  Dr.  Henry  A.  Kissinger 
at  the  White  House  and  Xerox  copy  sent  by  cover  letter  to  Attorney  General. 


Classified  {_ 


classjiied^by ill&^, Jlntel  1  i gence.  el ement  "ift' J 


'*!iv-»ii  I   'I  .tiJisw"!  -""'??!iy?T! 


L -•^' ^  .^^-^ 


""-^i>ii      '  I'liitfif itii  Hi 


^^ZZ. 


'--^-■"■^^-■l-1[llll" 
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63.  "Sanitized"  cover  note,  dated  September  24,  1971,  to  letters  from  J.  Edgar 
Hoover  to  John  N.  Mitchell  and  Henry  A.  Kis.singer,  dated  September  30, 


Domestic  intelligence  Division 


INFORMATIVE   NOTE 

9/24/71 


Dai( 


intelli pence  element  "B^^^  in  attached 

reports  information  received  from  a  sensitive 
source  tfeO^'^"""'^^^'^"^^'^'^^ 


ItikTlllll-n^  "  I     I  I  i'  '■^•^■*'^-*"^''  -'  ■  ■  ^  '  •  -  ■       ■.•.^J»tf>»^V...-:  ..■  ~:.;.:^ 


By  letters  7/16/71,  we  furnished  Dr.  Kissinge|r, 
White  House  and  the  Attorney  General  an_analy sis 
of      intelligence  element  "A"  ^'  "  '   "  '^""^"^ 


uitelligence  element  "B"_ 
A     '  cleared  dissemination  of  attached 
information  to  Dr.  Kissinger  and  Attorney  Genera(l 

intelligence  element  "B" 
only  9/23/71.      ^     emphasised  the  sensitivity  of 
the  source  is  such  that  any  inquiries  whatsoever 
based  on  this  information  are  precluded. 

If  approved,  letters  will  be  sent  Dr.  Kissinger 
and  the  Attorney  General  setting  forth  informatior 
in  attached  and  the  investigative  restrictions^  'vn* 
involved.  ^.t  ^       ^. 

-%■ ^ — vti  — 


r 
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64.  "Sanitized"  letter  from  J.  Edgar  Hoover,  Director,  FBI,  to  John  N.  Mitchell, 
Attorney  General,  dated  September  30,  1971 


Tbe  Attorney  General 
Director.  FBI 


1  -  Mr.  Sullivan 

1  -Mr.  E.S.  h'Aller 

September  36,  1S71 


1  -  Mr.  Wannall 
1  -  Mr.  McDonnell 


C>V-33o-^o^  S^<^^- 


tt. 


Reference  is  made  to  my  letter  dated  July  ^C,   1971,  and  the 
enclosed  men^orandura  captioned  '"" 

*ini'  inaiiif  rrni>  •'ijtlini'i       ii  i.'irtii  i      n^ 

Set  forth  in  the  referenced  memorandum  was  this  Bureau's 


<X 


'■•Mtt-l'      •(   ■  -^l^'-^-^^-l—       -^-Jgfi  , 


■f 

.1  -iitftf 


i^smt 


Rggjgji^^ ,  j^ntf  1 1  iqpP9g,£i,e!!^pt^,  u,     ^l^p^^^  ^}^ 


^ 
^ 


J 

P. 


r«^' WJMrams   n: 


y—i» 


r 


r-,  .■■.*;Vi^'„Sif. 


T..»i ; 


fe.acw. 


*    SEE  NOTE.  PAGE  2 


iUIL  ROOMCD  •  TELETYPE  UNIT 
'•  ■        .    .  I.J  I 


[Note  regarding  appendix  C,  documents  64,  65,  67,  68,  70  and  71:  See  Investigation  of 
Korean-American  Relations,  Part  4,  appendixes  3B  through  3G,  pages  552  through  557,  for 
declassified  summaries  of  the  information  originally  contained  in  the  documents  which  has  been 
"sanitized"  from  the  copies  in  this  appendix.] 
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^7-" 


^^  ri ■    Jj,  .Jim, Ji -  jl-^Uy-ljiJite  ..LI  /  \mm 


-^^-•-^'^^Iff  #lii-iT'tiiiitfiiliti  1  llYW^^^ 


The  Attorney  General 

nntelligence  element  "B' 


yiiatJ    "  ■^'!N5W'»-"-.Vf^V'^'^*f'"'***' 


'JimrfT^j^-^-^  n'li-tir  f^^irf(rtf%ininiiTi^=ftfi|-  'I'iiti^^^^^^i^i^f^- 


You  were  advised  In  the  referenced  commuinication  that  because 
^  of  the  sensitive  nature  of  the  source,  active  InvestigaUon  was  precluded 

|i_nteniqeni;e  element  "B"/ 
aaad  no  further  action  was  being  taken  by  this  Bureau,     y^     has  advisSa 
that  the  source  of  its  Information  is  extremely  sensitive  and  such  as  to 
preclude  any  invest^ation  \^^atsoever,  and  specifically  requested  any 
,  ^dissemination  of  this  information  be  limited  to  you  and  Dr.  Kissinger  at 
the  White  House.    Dr.  Kissinger  is  being  provided  with  the  foregoing 
■  Information  as  received  f rom]Tnte1 1  i gence  element  "6|J 

In  the  absence  of  a  specific  request  from  you,  no  Investigation 
is  being  conducted  In  this  matter. 


NOTE; 

In  view  of  the  caveats'  by 
the  Deputy  Attorney  General. 


nntelligence  element  "B^ 
>  Dv     A     no  copy  being  d< 


^  _  no  copy  being  designated  for 


[intelligence  element    W^ 
Information  referred  to  above  was  contained  in   A     memoranoum 
dated  Jeletedkaptioned  C     ''' "^^^-^f^^';^" -^^^d:^^?^ 


^r'\._~'    '-^^^  Mr.  [em£^l oyee  of  element. "Bfl      aavised'oruie"caveals 
regarding  investigation  and  dissemination  on  9/23-24/71. 

Classified  >  1^      "^ip'  since  it  reveals  matters  so 

classified  bvji"ntel  1  i gence  element  "A 

•'-•^' '"'-'        •I'll  iirTlin--''iil,Ti  iirifimiifltf 


35-283   0-78-29 
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65.  "Sanitized"  letter  from  J.  Edgar  Hoover,  Director,  FBI,  to  Henry  A.  Kis- 
singer, Assistant  to  the  President  for  National  Security  Affairs,  dated  Sep- 
tember 30,  1971 

1  -  Mr.  Sullivan 
-       -      1  -Mr.  E.  S.  Miller 
1  -  Mr.  Wannall 
1  -Mr.  McDonnell 

September  SO,  1971  | 

BY  LIAISON 

Honorable  Henry  A.  Kissinger  ^ 

Assistant  to  the  President  ^ 

for  National  Security  Aflairs  » 

The  White  House 
Washington,  D.  C. 

Dear  Dr.  Kissinger: 

Reference  is  made  to  my  letter  dated  July  16,  1971,  and  the 
enclosed  memorandum  captioned  f  '~-^'y^'!Z\\''-^il.'''       .<''^\-^-   ■    ■■  '^ 

Set  forth  In  the  referencrd^TTemorandum  was  this  Bureau's 
analvslsr uj "«■*"■ —       "■^'^■•■' "  • -■-'^1     .  ■  '^^ 


J 


^       T,      ^^^^^   .^.^^ ..-^  '  ^flcr2^9^19/l ^ 

Recently,  the     [uitpniagQf-P  «'j*'"'pp|^"jvj_  advisecTlhis    <^^u^r^      ~ 

it  a  sensitive  source  I  '     :  .:     w.  ..''•''■•':'V-.'i- -    •     '''^^   "^  '' 


Bureau  that 


WJMrams 


^^-f 


■  °'^- ■  DELIVERED  BY.UAISOnC.^ ..-.^^   .  ^  K      \M 

ONVW^rfQMlTjiJ  TELETYPE  UNIT|__1      ^  V  \ 


ONVC^W'y;S»  ;rELETYPE  UN1TL_J    .j^rjC^^Q 


)    iv.. 


See  Note,  Page  2 


,> 


■-„  >^^ 
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^^ 


Honorable  Henry  A.  Kissinger 


You  were  advised  in  the  referenced  communication  that  because 
of  the  sensitive  nature  of  the  source,  active  Investigation  was  precluded 

nntelliaence  element  X/ 
,     -^     and  no  further  action  was  being  taken  by  this  TBiireau.     A    has  advised  that 
•  .  '  -  the  source  of  its  Information  is  extremely  sensitive  and  such  as  to  preclude 
any  Investigation  whatsoever,  and  specifically  requested  any  dissemination 
.  '   ■  ■  of  this  information  be  limited  to  you  and  the  Attorney  General.  The 
i      Attorney  General  is  being  provided  with  the  foregoing  information  as 
received  fromli^tenigence  element  "B^ 

Sincerely  yours, 


NOTE:,  r:  ... 

Uptelllgence  element  "B^ 
Information  referred  to  ^boygj^/^s  containenuT__/^jrejT^j^^ 

datedKdeletedh^Uoned  r     .l^-  1  .  'TT:^^:-^"^^^'-'^^  1  L^^-i^^^^^ 


^___^^.-..^,..  .--   Mr . ym'ployee  of  el'ernenT''B3[ ^ **^ vise d 'oTtEecaveats 
regarding  investigaUon  and  dissemination  oiTD/TS -24/71. 


Classmed  r  -^ 

BO  classified  bvjjntel  1  i gence  element  '^^y;  . 

TflfcilViiii  'iTltiftnifiWiii'  '"''■"■*' 


.1  r  Vtt^rWrri  --"i  i^ 
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66.  "Sanitized**  memorandum  from  W.  R.  Wannall  to  E.  S.  Miller,  dated 
November  23,  1971 


SUBJECr 


^ 


1   -  Mr.    A.    Rosen 
1   -  l.r.    C.    W.    Bates 
1   -   Mr,    E.    S.    kiiller 

UATL      11/23/71 
1  -  Mr.    W.    K.    WaoDall 
1   -  Mr.    W.    J.    McDonnell 


0)' 


.^ 


Attached,  for  approval, are  letters  to 
Dr.  Henry  A.  Kissinger,  The  White  House,  and  the  Attorney  General 


(AG),  setting  forth  allegations  provided  by  a   fTntelligence 
ement  "B"1    .source?  regarding  f""^'  '    "  '"'■"^  "  H^'M/gW'."'    '.  '^»y 


& 


ntel 


<kjiaM«flute:4H»aiMiifliH 


itmtiut^ 


ttached)    sets    forth    inf  ornint  ion 


1 

? 


-  "^>-jt>iii!.r."'""rWJLV'^    ^^'^    ^^'   ^^^"^   ^'"'"   previously 

advised  ^  ■Ji^..\  .i:^^-^   '"  ^ Mmn r>,t»^^^     Bureau    letter, 

7/16/71.    set    Jlorth    ml  oriLat'I^'  -**r'        ■     '.Ui,!jM»'f»i-., 


7/16/71.    set    Jlorth    mforii.at 


-T''^faWiWi',i  iutm 


A>/  


**«ii^iii--rri-<iirtirt»^f* 


(o-m. 


&»,-t^i?fr--r-^riitf?iiif/y   .^^V^V^CZ^^^^^ZI^ 


/     -1-64-330  >:>ji. 

CONTINUED  -mm  • 

^r       -'nDtCl6l271 


6 
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On  11/19/71,    l^lpyee  of  intelligence  element 
^ntenigence  element  "b]^  in  response   to  our   inquiry," 
ladvised   that   _^     source   is   of   such  sensitivity   that   no 
action  whatsoever   can  be   taken  on  the   basis   of    his   information 
and   restricted   dissemination  to  Dr.    Kissinger   and   the  AG,    only. 


•^i^jmvta^v 


■mr^lfli%Fmi 


kccoromgiy,  as  m  our  previous  comniuuications ,  Dr.  Kissinger 

and  the  AG  are  being  advised  in  the  attached  that  because 

of  the  restrictions  imposed,  we  are  taking  no  investigative 
actions. 

ACTION; 

If  approved,  the  attached  letters  to  Dr.  Kissinger, 
The  White  House  and  the  AG,  should  be  sent. 
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67.  "Sanitized"  letter  from  J.  Edgar  Hover,  Director,  FBI,  to  Henry  A.  Kissinger, 
Assistant  to  the  President  for  National  Security  Affairs,  dated  November  24, 
1971 

-,  ^''-  1  -  Mr.  A.  Rosen 

1  -  Mr.  C.  W.  Bates 
1  .  Mr.  £.  S.  Miller 
1  •>  Mr.  W.  R.  Wannall 
1  -  Mr.  W.  J.  McDonnell 

Soveober  24,  1971 
BY  UAISON 


Honorable  Henry  A.  Kissinger 
Assistant  to  the  President 

for  National  Security  Affairs 
The  White  Bouse 
Yashincton,  D.  C.- 


DEUVERED  BY.LIAISON 


A/'^ 


Deiir  Dr.  Kissinger: 

Reference  is  made  to  my  letters  dated, 
July  16  and  September  30,  1971,  concernlnc  r 


%  -.-^l.-LL 


*^ 


I  I-    -ryiillSit  •'—t^cait 


Recently  the   .^,^  |inte]Jliqence  element  "B^ 
advised^hisBurc.:^./  " 
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Honorable  Benry  A.  Kissinger 


[jntelligehce  element  "fcJ 


visei 


'j^i'i&in'A^ntm    ■Vr..viiriftara-ii' 


'^- 


^ 


intelligence  element 

__fy    has  adv^ed  that  the  source  of  the  above 


information  is  extremely  sensitive  and  such  as  to  preclude 
any  investigation  whatsoever  on  the  b.isis  of  the  information 

TT^telligence  element  '^^ 
furnisLed.        ^    has  specifically  requested  that  any 
disEeffllnation  of  this  information  be  limited  to  you  and  the 
Attorney  General,   only.     In  view  of  these  restrictions,    this 
Bureau  is  initiating  no  investigation  in  this  matter. 

The  Attorney  General  is  being  provided  the 
foregoing  information. 

Sincerely  yours, 


KOTE; 

See  memorandum  W_J{ — gjinnall  to  Mr.    E.   S. 


Miller. 


Classified 


since  it  refers  to  matters 


so  classified  by^ielligence  element  "B 


jnc 

'3 
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68.  "Sanitized"  letter  from  J.  Edgar  Hoover,  Director,  FBI,  to  John  N.  Mitchell, 
Attorney  General,  dated  November  24,  1971 


Tbe  Attorney  General 


1  -  Mr.  A.   Rosen  *" 
1  -  Mr.   C.  W.   Bates     . 
1  -  Mr.   E.   S.   Miller 
1  -  Mr.   W.   B.   Wannall 

Vovember  24,    1971 
1  .  Mr.   W.   J.   McDonnell 


I 


Beforence  ifi  made  to  ay  letters  dated 


■>'^' 


July  16  and  Seotenbcr  30,  1971,  captioned 


— ^-^  "•  ■'■  '■^■-■^ 


.    ^.  .^^^       ■  ....^■.^^■.■■.      ..^^ 


J 


111    '^ 

\% 

o 


advised   this  Bureaja 


Becently  the     ji_ntenigence  element  "B'J 
is  Bureau  of  related   infomation  Te 


■    •   rt'Hin 


eceived  from 

■      I Y  1 1  fliiMtlfiLUj 


'■i.i?J!i|y!J.! 


,  tffUH,iiiii .  -lUiWtip 


^ 


> 

1 


l.ftrr.r.-l.rtf'iMfa-, 


.'"niiiirir'^ftriifa' 


iSP/ 


^r: 


WJIT^!^-'--''^  C^^  SEE  NWS^AGfi^l^inW^^-' 


,0    Vi  ■-/ 


'^t^^^^tOOMCZD    TELETYPE  UNITCZJ         "''^^fy 


NOT  RECORDED 
MAR  6     1972 
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& 


The  Attorney  General 

•^.       rTntenigence  element  "^ 


5-% 


^   "Las  s p c c i I  a c all y '"r'eq u ccz&d   tliat   any 


°"'— ^-"--—-"f  ■  ■-rra 


Lsseaiaation  of  this  Information  be  limited  to  you  and 
Dr.  Kissinger,  only.   In  view  of  these  restrictions,  this 
Bureau  is  initiating  no  investigation  in  this  matter. 

Dr.  Kissinger  at  The  IHiite  Bouse  is  being  provided 
trith  the  foregoing  information. 


NOTE: 


See  ncraorandun  W^  R.  Wannall  to  T.Ir.  E.  S.  Miller, 
dated  11/23/71.  caotioncdJ 

No  copy  being  designated  for  The  Deputy  Attorney 
General  in  view  of  y   restrictiflj^.      -   ; 


Cla^ 


so  classified   by  JTntelligence  element  "BVJ 


since  it  refers  to  matters 
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69.   "Sanitized**   memorandum    from    W.    R.   Wannall    to   E.    S.    Miller,    dated 

February  2,  1972 


UNITED  STATES  GOVERNMENT 

Memorandi 


^ 


SUBJECT 


Mr.    E.    S.    Mill 


r.ii 

u^k/             y^ 

/ 1) 

l.-_l_ 

1   -  Mr.    A.    Rosen 
1   -  Mr.    C.W.    Bates 
DATE.   2/2/72 

1   -  Mr.    E.S.    Miller 

1   -   Mr.    W.R.    Wannall 

1  -  Mr.    W.J.    McDonnell    7.'I*  **" 


Attached   for  approval   are   letters    to  , 

Dr.    Henry  A.    Kissinger,    the  White   House,    and  the  ^\ 

Attorney   General    (AG)    setting   forth  information   received       n./<\.  •' 

from  the  '  pntelligence  element   "bH  regarding  ■"•    (wVI »" 

nr.  111! <•!'¥''  ■  •  ,  "•^'T'iiffl 
lintel  nqence  element  ^  J 
' —  A        menoraridiLT    (attached)    sets    forth    information  , 


received 


■9 
f 


advised  oy  -^.-       ■  '  •   -  -•  ••   t  '      ^^ 


^  H  '-'^ 


NUT  ntCOnDED 
FEB  U  19/2 


447 


e 


© 


Memorandum  to  Mr 
Re:  '^"''^ 


Mr  Umoloyee  of  intelligence  element  ^bJ  _ 

in  response ^o  our  inquiry,    has   previously   advised  that 
the   above-mentioned  source  is   of  such  sensitivity   that   no 

action  whatsoever  can  be  taken  on   the  basis   of  his    informatic: 
and  restricted  dissemination   to  Dr.    Kissinger  and  the  AG  only. 


Kissinger   and   tne  A(f"*are   being  "aavisea   in 
tnat  because  of  the  restrictions   imposed,   we  are 


the  attacne 

initiating  no  investigative  actions . 

ACTION: 


If  approved,  the  attached  letter  to  Dr.  Kissinger, 
the  White  Hoxise,  and  the  AG  should  be  forwarded. 


r 


h 


i^ 
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70.  "Sanitized"  letter  from  J.  Edgar  Hoover,  Director,  FBI    to  Henrv  A    Ki. 
raf/uMyf "'  '"  '"*  '''*^"'*"'  f»^  '*»"<"«"  Security  Affai"rdate^d  Feb: 


ROUTE  TN  i^>.TVEr,OPE 


1  -  Mr.  A.  Rosen 

1  -  Mr.  C.  w.  Dates 

1  -  Mr.  B.  s.  Miller 

1  -  Mr.  W.  n.  Wannall 

1  -  Mr.  H.  J.  McDonnell 

February  3,  1972 

B7  LIAISON 


Honorable   Henrv  a.    Kissinger 
Assistant   to  the  President 

for   National   Security   Affairs 
The  White   House 
Washington,    D.    C. 

Dear  Dr.    Kissinger: 

_  Reference  is  made   to  my   letter  datedHoyember   24, 


CIr.«tu4 
*>iUft  _ 


ENCL0SU5B         ,  .,   .  f/frJ'^ 


TEXETYPE  UNIT  CD 


449 


^ 


•   'r4 


Honorable  Henzy  A.   Kissinger 


Ee11igence_element  "I 

J^  ^  has   advised  that  the  soxirce  of  the  eUbove 
information  is  extremely  sensitive   and  such   as   to  preclude 
any  invcstiaat^n  whatsoever  on   thp  ba-sis   of  the  information 
-furnished.    '     gntelligence  element  "£j  ,  has   snecificall^' 

requested  that  any  disser.ination  of  this   infonr.ation  bo 
limited  to  you  and  the  Attorney  General,    only.      In  vievr  of 
these   restrictions,    this   Bureau  is   initiating  no   inve<?tigation 
In  this  matter  or  the  related  matters  previously  reported  to  you. 

The  Attorney  General  is  being  provided  the   foregoing 
information. 


Sincerely  yours , 


NOTO: 


See  inenoran'lun  *'r.   V.   '^.  Trn-jnaljtv 


•11  Tor 


ria?»«!lfipd  «-       ■  -'-r-^tfSf  clnrj 
so  classified  hy  'Mntelliqence  element  "BJ 


...^-^^^ittara  olnre   It  rf^fr.rr.   to  r>att**rft 
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71.  "Sanitized"  letter  from  J.  Edgar  Hoover  to  John   N.  Mitchell,  Attorney 
General,  dated  February  3,  1972 


EOUTE  IN  ENVELOPE 

The  Attorney  General 


1  -  Mr.    A.    Konen 

1  -  Mr.   C.  W.   Bfttes     ^ 

1  -  Mr.   E.    S.   Miller 

February  3,    1972 


Director,   PPI 


1  -  Mr.   W.    R.   Wannall 
1  -  Mr.   W.   J.    McDonnell 


rwm 


vT-ait'      ■■■^^^     ■■'n^driiiirP 


s- 


c^'" 


Reference  la  made  to  my  letter  dated  November  24, 

■oncemin 


1971.    and   mv   earlier   letters    to  vou  conceminc  ' 

pin  i<iiin;iww>i,ni,n  -l.v.V^4JI>i  j,i.%v.'-  .J" 


:      V>pntelUge^"gl«1 

y^  ' —       f\  has   advised  that   the  source  of  the  ediove 

r'rlu" information   is   extremely  sensitive  and  such   as   to  preclivic.    :\/' 


zz:    (8) 


' MAIL  ROOM  d]       TELETYPE  UNIT  CD 


.INDEXED 


EE  NOTE  PAGE  Tl^O 

^X         p. 
frt4-330  -•  /' 
NOT  RECORDED      '  ^  / 


,eiV 
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The   Attorney  General 


any   investigation  whatsoever  on  the  basis  of  the  information 
furnished.      has  specifically  requested  that  any  rlisseminatior 
of  this  information  be  limited  to  you  and  Dr.  Kissinger  at  the 
White  House,  only,   in  view  of  these  restrictions,  this  Bureau 
is  initiating  no  investigation  in  this  matter  or  the  related 
matters  previously  reported  to  you. 

Dr.  Kissinger  at  the  White  House  is  being  provided 
with  the  foregoing  information. 


NOTT: 


lllcr 


See  raonoranc^ur'  ?*r.    W.    -.    T-T^nriiTI    to   ^'r.    P.    r.    ' 
^^    n  M—'r  iViT ifiiF^'Tiy^-'itii-i- 


preparctl  by  KJ-l:at. 

Vo  ccrrr/  being  designated   for  the   Tcputy  Attorney  - 
General  in  vlo\i.of,,y     rostrictinskj 

pntelligence  element ^^"| 

Cla^'sifir":'  t  -'"■.^•-''*^^^^  sijace  It  refers   to  r«ttorr. 
«o  classified  by  jjntenigence  element  "B^j 
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72.  "Sanitized"  memorandum  from  A.  Sidney  Buford  III,  Department  of  State, 
to  Bernard  C.  Rachner,  FBI,  dated  June  28,  1973 


DEPARTMENT  OF  STATE  ^ 


WiaMiictaA.  DC.    KiK 


MPIORANDUM  June   28,    1973 

TO  t     PEOEKAL  BUREAU  OF   INVESTICATION 

ATTENTION:     Mr.   Bernard  C;    jl3ct)rier 

Domestic   Inte^i'i'gence   Division 

PRCM  :      A.   Sidney  Buford  III  e/^/3^^ 

Director,  Office  of  Intelligence  Liaison 
.igence   and   Research 


The  enclosed  re 
appreciate  it  very  bmi 
-direction. 


Attachment: 


Bureau   of  Intelli 
/Activities   by   ROK 

quest  If  self-explanatory.      We  would  X'// 

uch  if  the  FBI  could  take  action  In  its    "^ '-T 


SUBJECT      :   /Activities   by   ROK   CIA  In   the   U.   S 

1 


As  stated.  '  / 

)         V  ,         .  ./     .,,847204'/ 

:;■,:■•:■;  REC-73      //' 


D 


Kc 

/ 

?. 

Ji^ 

7 

C 

(i 

m 

N 

/ 

A 

diL'^ 

•  ■• 

'■.'.  ■■*■ 

}'.:':■ 

-iil     ^^'  5     Jill.  10  1973 


r-^- 
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.••  '^   UNITED  STATES  T^  VERNMENT 

■■■*-  ^Memorandum 


A 


TO 


INR/OIL  -  Mr.   Sidney  A.   Buford  III 


date:   June  25 1    1973 


moM     :    EA/K  -  Donald  L.    Ranard  _V 


i-.- 


fUBjEcr:  Request  for  FBI  Investigation  of  Activities  by  ROK         '    \ 
CIA  in  the  U.S.  _,..:..     \ 


As  you  know,  I  have  had  discussions  with  our  SY  people 
as  well  as  with  the  FBI  liaison  representative  regarding 
the  activities  of  the  Korean  CIA  in  the  U.S.  as  alleged 
in  the  Washington  Post  story  of  June  7.   Reports  of 
ictivities  have  also  come  to  me 


^^^   mentioned  to  you  earlier,  I  believe  

■HV allegations  are  serious  enough  to  warrant  an 
appropriate  investigation- by  our  FBI.   I  would  appre- 
ciate your  taking  the  necess£ucy  steps  to  set  this  in 
process.  / 


^r-^-:':    V. 


rf 


'}.^:  ^a:'.. ";."  ;v  >' 


BA/K : DLRanard : smk 


:!       ;       BiCLOSUnE 


301  y 


35-263  0  .  78  -  30 
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73.  FBI  memorandum  entitled  "Republic  of  Korea  (ROK)  Intelligence  Activities 
in  United  States,"  dated  September  4, 1973 


J>  iViTED  STATES   DLPAKTMEN      .   .JUSTICE 

FEDEKAL  UUHEAU  OI--  INVESTIGATION  *!';'•' V 

Washington,   D.C.      2G535  "';       :'• 

tm»tpiy,ririit,Rtjtr,o  SSeptenb.Qj:     4J,,   1973  '•:       -v*   '. 

"T  ,  ■■■-  :^C-:^''^'    ■       '  ■    ■       '■\.^-4c:i^--\ 

*''';.^  ■■'■''/"  r'^"  REPUBLIC  OF  KOREA  CRDK)  *  '^-"^  Jr^'-v 
'\A-  :'••..';.'  *  INTELLIGENCE  ACTIVITIES  •  ..it*"  ..•■-.•.  -  • 
•;*^-'  ■■^^-   V  ''^-     '  IN  UNITED  STATES  ''.•^  :>.!.. t;;-,  ■".  ; 

The  following  article  by  columnist  Crosby  S,  Noyes 
appeared  in  the  April  3,  1973,  edition  of  the  Washington  Star  - 
News,  a  daily  newspaper  published  in  Washington,  D.C,  (WDC) : 

f V;  .  •  .-^  "Critics  Here  See  Park's  Regime  Sinking" 

•  .1       "South  Koreans  here,  opposed  to  the' dictatorial  re- 
gime of  President  Park  Chun^Siee,  are  expressing  increasing 
confidence  that  Park  is  in  serious  trouble  and  that  his  over- 
throw is  imminent,    -—   .    vr^r-^r 

;  '.T:*  .^^  •  'The  recent  dismissal  and  arrest  of  the  corrroncler  of 
the  Commander  of  the  Capital  Garrison,  Maj.  Gen,  Yvin  PiI\Young, 
are  being  read  as  evidence  of  dangerous  internal  instability 
vithin  the  Park  regime.  The  commander  of  the  40,000  troops 
stationed  in  and  around  the  Seoul  area  had  been  considered  one 
of  the  president's  closest  associates  and  most  ardent  supporters. 
He  also  is  regarded  as  an  important  power  in.  the  anny  in  his 

own  right.    . U   ;,i  •  •■.■■:■       \jry.     .v^,  ,..^:i.r  .  ;/:   - 

•.Vi    ,  ,.c:     ■.:;^'Vm"   .i'-.      •-     v.-  -r'"-  .    :-.■  .^y-.r-- 
.*"*     •">  "No  explanation  has  been  given  for  Yun*s  abrupt 

'dismissal  on  March  10,  EVen  the  fact  of  his  arrest,  along  with 
many  of  his  associates,  has  never  been  reported  in  the  closely 
restricted  Korean  press.  The  interpretation  of  Park's  opponents 
here,  however,  is  that  it  reflects  a  deep  disaffection  with  the 
regime  id. thin  the  top  army  command,  which  is,  in  the  final  ana- 
lysis, the  ultimate  source  of  political  power  in  South  Korea, 


.Classified  by  Gerald  B,  Nolan.  .'v  •*•.  '^^ 
'.  Exempt  from  CDS,  Category  2,  .  'V^'.  y- 
:  Declassified  on  Indefinite,        (   "   ^ 


'■}];  (^(Xr-^  -tVy-?^/ 


r.;. 
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'  REPUBLIC  OF  KOREA  (ROK)      ;  ,  j""':-.' <;  i^ -.■.•.'•  ::;<!\-  •:■-.•••■"     ; 
INTELLICeiCE  ACTIVITIES         :.'/-'.-'-  ;:'.;:..  'r^C  ^   >  :-.'K*.  /, 
IN  UNITED  STATES .  '"_.     '  -V^.;..  'vv^;;  ':^3{}-.-    ^A-*'"  •  • -;' 

"      .  "Admittedly,  there  is  at  least  a  certain  element  of 
wishful  thinking  among  this  dissident  group  of  Washington-based 
Korea --watchers.  One  of  its  chief  spokesmen  is  Kim  Dae  Jung, 
\Ak>   ran  unsuccessfully  against  Park  in  1971  and  vho  has  spent 
much  of  his  time  since  then  in  precarious  exile. 

■  ^v*''----  ■:^:'     ■  ■        *        ' '  •'     "■■■  •"■—■'-  . 

;••  ..  ••    "■'■-'"In  Seoul,  the  general  interpretation  of  recent 
[  •   events  Is  that  Park  is  still  consolidating  his  virttaally  un- 
limited powers  acquired  last  Oct.  17  with  the  declaration  of 
martial  law.  There  followed  the  proclamation  of  a  series  of 
'■'     "revitalizing  reform"  aimed  at  abolishing  the  direct  election 
,   of  the  president,  perpetuating  hira  in  office  and  eliminating 

.any  restraints  from  the  legislative  branch.  .   \ 

v^  ^■\^-^  '.    .:>■'       •  '  V  V-  ■■■■:■■     ■■■■    ■  ■•■'-.   •',•:■ 

^  .  \v,  ■-^•:  ••To  most  observers  on  the  scene.  It  has  appeared  that 
;-'■   Park  has  succeeded  in  eliminating  potential  rivals  to  his  undis- 
j   puted  authority  such  as  Gen.  Yun.  Backed  by  the  highly  efficient  . 
;■  ,  Korean  Central  Intelligence  agency,  he  is  generally  believed 
.w   to  be  solidly  ensconced  in  power,       ;■>  '  ■  i-iT  -  .  < -i^r.-ri: 
^^t-.^  .5wv._^  ■•.-•     ..       :   .-  ■•   '-^r-  '  '•  :''C- .    ^jf'i.-        '■;">;■■_■•■'■ 
bV"  »  •"   -'^^••His  critics,  however,  point  to  other  evidence  of 
/'j-.^  crisis  within  the  Seoul  government.  South  Korea,  they  main- 
■.W^.i  tain,  Is  becoming  increasingly  isolated  on  the  Asian  scene  and 
lA\:   is  running  into  growing  difficulties  with  the  United  States 
%^    over  continued  aid  and  military  support  because  of  the  authori- 
■j».;,  tarlan  character  of  the  Park  regime.  A  recent  report  to  the 
J,',   Senate  Foreign  Relations  Committee,  sharply  critical  of  con- 
.^■;  ■  dltlons  vithln  South  Korea  and  calling  for  a  thorough  re- examination 
y.   of  basic  policy  assumptions  by  the  United  States,  is  cited  as 
',*  a  case  In  point.         <.:     '.'>!'       ^:  L-;  -  .  -  :  ^^^  .  \ 

?:•■  1^   VI.    v    •  ■•••■•:•?;•:'■.  ••••  ::i .- r;!:^-       : 

;    **'.'    *  "It  Is  argued,  furthermore /'that  the  Seoul  regime  has 
;'..  become  Increasingly  estranged  from  the  people  of  the  country, 

as  shown  by  the  results  of  the  latest  national  assembly  election. 

According  to  Kim  Da'j^Jung  "The  Park  regime  resorted  to  all 
.  sorts  of  illegal  .tactics  and  staj^cd  an  authoritarian  election, 

but  was  able  to  gain  only  38  percent  of  the  total  ballots  cast, 

compared  to  52  percent  it  received  in  1971,"       ...... 


REPUBLIC  OF  KOREA 
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:        J:    :    '.   ..   •};;■ 


:iNTELLICOJCE  ACTIVITIES  '?{' 

UN -UNITED  STATES  ■■'',■ 


.!*'■ 


K  > 


■,/      "Adding  to  the  government's  difficulties,  It  is  said. 
Is  an  abrupt  slowdown  in  South  Korea's  spectacular  record  of 
economic  growth  over  the  last  decade.  The  overexpansion  of 
certain  industries,  combined  with  a  continuing  high  rate  of 
inflation,  increasing  restraints  on  bank  lending  and  govern- 
mental restriction  of  imports,  have  produced  acute  shortages 
in  several  areas  of  the  economy,  including  food  supplies. 

4**^'.     "The  talks  with  North  Korea,  aimed  at  improving  re- 
-1.'\tions  and  perhaps  even  the  ultimate  reunification  of  the  country, 
-also  are  going  badly,  it  is  reported.   Ironically  enough,  these 
negotiations  were  used  as  the  principal  justification  for 
Park's  seizure  of  power,  in  order,  as  he  put  it,  to  suppress 
"factional  strife  and  discord"  in  South  Korea. 

\  •  •—  "According  to  his  critics,  Park,  having  now  achieved 
iiictatorial  powers,  is  determined  to  sabotage  the  talks  which 
are  being  conducted  by  CIA  director  Lee  Hu  Rak.   If  the  negot- 
iations should  collapse,  it  is  believed  that  the  power  and 
prestige  of  still  another  potential  rival  to  the  president  would 
be  sharply  diminished.  ■^;'i.:;'.   J^^'-'   O 

-.  :  1.  ">>•.  "Members  of  the  dissident  group  of  Koreans  here  do 
not  pretend  to  know  from  \rtiat  direction  a  move  to  overthrow  the 
Park  regime  might  come  or  exactly  what  the  consequences  might 
be.  They  are  convinced,  however,  that  the  president  has  alienated 
enough  powerful  elements  in  the  ruling  hierarchy  to  make  his 
own  position  highly  insecure.  They  are  hopeful  that  his  removal 
from  power  would  result  in  a  restoration  of  democratic  liberties 
In  South  Korea.  ;'   ^^  '-  ^   •  .\   .Jv»    ■ 'v  *  '■\''. 

,.  .   .  .  iij|.  j^3  suggested,  furthermore,  that  the  United  States 
can  and  should  play  a  critical  role  in  producing  such  a  result  - 
preferably  in  cooperation  with  Japan.   If  the  governments  in 
Washington  and  Tokyo  were  to  threaten  withdrawal  of  aid  and 
military  support,  they  argue.  Park's  regime  would  collapse  vir- 
tually overnight.  Which,  from  their  point  of  view,  would  be  a 
consummation  devoutly  to  be  wished."  ....:•;.- 


■;^l  :■  ./--y" 
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.  -^  -..On  Au;^ust  21,  1973,  Kcun  PaX'^^E^ -Executive"  Secretary, 
Center  for  East  Asian  Studies,  suite  435,  4301  Connecticut 
Street,  N.W. ,  V/ashington,  D.C.  (VTDC) ,  furnished  the  follovn.ne: 
:  information  to  Special  Agents  of  the  Federal  Bureau  of  Inves- 
tigation, .     .;  •  ..  :.^.  [  .■^.    ■■:■  \       ••  ■:  ,- -  -t-'  •-•....>;' 
••  '.r^r'   i^v-  -  ■  '*     ■'  -  .-■    '^  ""  •  ■'-';'  i'T-^"-  :."■---;• 
,'   :  ■  -    '.  The  center  for  East  Asian  Studies  was  set  ur>.  by  KIM 
'.     Das  Juna  follrvwing  KIM's  unsuccessful  election  bid  a<>ainst 

South  Kr^rean  President,  PARK  Chung  Hee  in  1971.   The  center 
.■•'  ip  funded  prinarily  by  an  Individual  in  Japan  -whose  identity 
.'•  is  unloiown  to  LEE  and  by  other  individuals  throughout  the 
•  world  who  are  sympathetic  to  KIM's  cause,  r. :_:.::;_  .-,- 

^   .%:•..'  "LEE,  who  currently  resides  at  1555  South  28th  Street, 
*i   In  Arlington,  Virginia,  serves  as  KIM's  Personal  Secretary. 
.-•  "^EE  has  been  in  the  United  States  since  March,  :1967,  having 
^   served  as  a  Second  Secretary  at  the  Korean  Embassy',  2300 
.',  Massachusetts  Street,  N.W. ,  TOG,,  from  March,  1967,  to.  April, 
1970,  at  which  time  he  resigned  for  personal  reasons.. .  ^ 

:};.  , ;~:  ;;;r..^^^/  The  February,  1969,  "Diplomatic  List",  ' -~ 

■  \  '   ■••''<■  :;  :.•%•■•.  r*^ fin  official  publication  of  the- United 

i^:^   i^/:^[::..'^::.-.y'  States   Department  of  State,  TOC,  idcnti- 

jr-  :^-^._'  ;A^  ■?  /'fies  Keun  Pal  LEE,  1555  South  28th  Street 

s:';  -Y^^v: :  :v^l:  j;'.  "..Arlington,  Virginia,  as  Second  Secret ary_ 

}.'     •;  .\  .. .  - ''V;  •  .  and  Consul,  Embassy  of  Korea,  2300  Massa-     -.--" 

:*^-  '  I  •■  v:.  IW*"-^^  -"iphusetts  Street,  N.W.  ^  WDC^.  '  •  "  '  -  ;x.5^^..  ^.  . 

^.  '-:''  ■•'   •.:'.  LEE  stated  that  his  application  for  permanent  residenca 
fi'    in  the  United  States  has  been  approved  by  United  States. Imni- 
'f'      g'tat ion  and  .Naturalization  Service,  \7DC. 

••  .     ••    "since  KIM's  recent  kidnaping  in  Japan,  during ;  Auj^us  t , 
1973,  LEE  serves  as  Executive  Secretary  of  the  Koronn  American 

y   .  Citizens S>>mmittee  for  the  Protection  of  KIN  Dae  Jung.   Reverend 
Byung  KooK  A^,  a  Unitod_States  citizen  is  chairman  of  this 

vv   Committee.   ^    TT"     T."'        ■  "•  •  "•.•'•'■'  ;.;.;::w.  ,  .•. .. 
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Based  purely  on  circumstantial  evidence  and  mere 
speculation,  LEE  stated  that  he  is  thorouf^hly  convinced  that 
the  kidnaping  of  KiM  Dae  Jung  vas  perpetrated  by  Agents  of 
the  Korean  Central  Intelligence  Agoncy  (KCIA) ,  under  the 
leadership  of  the  follov;ing  individuals  from  the  Korean  Embassy, 
WDC,  vho  are  identified  by  LEE  as  KCIA  Agents.       ^    ^  . 

— -""'  ■   j..jL___.  "V'      O^'^^i- ' 

;.;',     'Sang  Ho  LEE,  also  knovTi  as  Doo  Won  Y^iNG,  identified 
as  the  Chief  of  KCIA  in  the  United  States,  a  retired  brigadier 
general  in  the  ICorean  Marine  Corps,  served  as- Chief  of  KCIA 
during  his  assignment  at  the  Korean  Embassy,  Bonn,  Germany, 
In  1967,  While  serving  in  Bonn,  Sart»Ho  L;:r,  v/as  allegedly 
responsible  for  the  kidnaping  of  seventeen  Korean  students 
and  artists  in  Germany  and  effecting  their  return  to  Korea, 
Through  this,  according  to  Keun  Pal  LEE,  Sang  Ho  LEE  had 
the  necessary  background  to  be  involved  in  the  kidnaping  of 
KIM  Dae  Jung,  Additionally,  sources  advised  Keun  Pal  LEE 
:•  I  that  Sang  Ho  LEE  was  out  of  the  United  States  during  the 
\\    pertinent  period,  it  hiving  been  determined  that  Sang  Ho  LEE 
'.  5  departed  for  the  Far  East  on  or  about  July  26,  1973,  and 
"^  returned  to  the  United  States  on  August  11,  1973, 


a 


The  "Diplomatic  List"  for  May,  1973  lists 
one  Sang  Ho  LEE,  Mij?ister,  608  North  Gar-  . 
field  Street,  Arlington,  Virginia, _Embassy 
"of  Korea,  WDC,  ,  •  .;•   .  •,/..' 


Hong  Tae  CHOI,  Cais^jlar,',  according  to  Keun  Pal  . 
LEE,  is  second  in  line  to  Sang  Ho  LEE  in  the  KCIA  in  the 
United  States,  CHOI  allegedly  departed  from  the  WDC  area 
on  July  10,  1973,  for  Los  Angeles,  where  K^M  Dae  Jung  had 
a  speaking  engagement.  From  Los  Angeles,  CHOI  departed  for 
Korea  for  consultation  with  his  Government  and  returned  via 
Hawaii  to  VnXl  on  August  11,  1973.  .^ 


.: ,! 


The  ^'IKplomatic  List"  for  May,  1973,  lists 
Av-i.  •  Hong  T^CHOI,  6307  N  31st  Street,  Arling-^ 
-^rr-vton,  Virginia,  as  Consular,  Embassy  of  '   "*" 
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r:  Chung  Il-PARK^and  Sang  Keon-KIM-^  both  identified 

by  Keun  Pal  LEE  as  vorkirig  for  Sang  Ho  LEE. PARK,  reportedly 
also  left  the  WDC  area  on  July  10,  1973,  although  he  did 
not  accompany  CHOI  on  the  same  plane.  KIM  vas  not  out  of 
the  United  States  curing  the  KIM  Dae  Jung's  kidnaping, 

v;:!i  •  ■.  ..v^^f-   The  "diplomatic  List"  for  May,  1973, 
}::;;:_  •  V^-1-:  '■  lists  Chung  II  PARK  as  Second  Secre- 
•'■;;'V'  '  .■i^  ••;  Jtary,.E  H^ssy  of  Korea,  KDC,  and   "  "    .:::-^- 
Z^^-'-'^,-       .Sang  Keui!  KIM  as  First  Secretary,.   I  ■■  ^'TT- 
;i?^  ^'  /.;•/ Embassy  of  Korea,  WDCo     .;   ..-'    '  j-^^^'^/  . 

"--*-•    ^- According  t^  Keun  Pal  LEE,  Colonel  KyuilslLIM, 
Assistant  Military  Attache,  assigned  to  the  Defense^lj^nister' 
Office,  Embassy  of  Korea,  WDC,  is  the  only  loiown  military 
officer  assigned  to  vork  for  Sang  Ho  LEE  and  the  KCIA.   LIM 
departed  the  UDC  area  on  July  26,  1973  with  Sang  Ho  LEE  and 
also  returned  on  August  11,  1973.  .   {3  «  6-   <    •■■.••  ^ 

•.•:•'.,,../?:..:•''■.  The  "Diplomatic  List"  for  May,  1973, 
•  W"  -.  '.  ;^>^*'-'::^,  lists  Colonel  Kyuil  LIM  as  Assistant       v-. 


^■^ 


J^ 


?iv;.i   Military  Attache,  Embassy  of  Korea, 
^'.'-7  •  WDC.      •  :.^'         .-^.'^    .  n-v.; 


'•U^y  k-   .    ->•;••  •^^••••>-  •::••       .■     -  <\/  -••:••—•-   V 

.«Vv7  ■      '■  Outside  the  WDC  area,  Young  Chur^OO,  C/^nsuV;  , 
y'f^;,  \ Korean  Mission  to  the  United  Nations,  New  York,  New  York, 
'■I  [in  Dok^^N  "l^^HN),  Offica  of  Korean  Counsul,  New  York,  New  York, 
•vj*  7  and  Vice^Ccns^H.  :  Young  SilNiy^E,  Office  of  the  Korean  Co-nrr-  . 
<}  I    sulate  General,  Los  Angeles, -California,  have  also  been 
>';/  identified  to  Keun  Pal  LEE  as  Agents  of  KCIA.   CHOO  and  SON 

V :  > .were  known  to  have  departed  their  respective  posts  in  New 

.;-   York  at  the  end  of  July,  1973,  though  their  destinations  were 
•J.  .   unknown.  It  is  known  that  BAE  remained  in  Los  Angeles, 

•i'.  ."    •■    .;  Concerning  the  non-diplomatic  personnel  who  may  have 
•'•'  ;  been  working  on  .behalf  of  KCIA  in  the  United  States,  refy^rrcd 
■'•)•  'to  as  "stringers"  by  Keun  Pal  LEE,  Keun  Pal  LEE  stated  that 
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■    he  feit   the  incident   in  San  Francispot^Tn  May,    1973,    was 
■   •      enough  proof  to  him  that  Min  Hv/rG^LEE  could  be  categorized  as 
X  .a  •Istringer."  ^^  ^    ;  i  ;     /^       ^      :  ,jC:^.:h.f  iil^.  ^0  ^ 

''■":  '.  ';  During  the  course  of  a  rally  for  KIM  Dae  Juf»g, 

,■•         sponsored  by  Korcnn   students  at   the  University  of  California, 
*'\      Berkeley,  California   and  held   in  San  Francisco,    California, 
\^.  Min  Hwie  LEE  led  n   dissident  group  of  about   ten   individuals, 
'r  f     upon  entering  the  hall  where  the  rally  was  held,    guards  con- 
fiscated bottles  of  ketchup  and  cartons  of  eggs  which  the  dis- 
.     '     sldent  group  attcnpted  to  carry  into  the  hall.   These  items  were 
'^'     Confiscated  by   security  guards  at   the  hall;    however,    the  dis- 
\:       sidents  were  allowed  to  enter.      Min  H\d.e  LEE  subsequently  dis- 
/;•'      rupted  the  rally  onH  was  allegedly  arrested  by   the  San  Francisco 
■i^:-._    Police  Department,    who  were  called   in  by  the   security  guards. 
*  *      Young  Bik  BAE,    the  Korean  Vice  Consul   from  Los  Angeles  was   in 
';••      attendance  and  utili::ing  his  diplomatic   status,    approached   the 
,.v       officers  of  the  San  Francisco  Police  Department   and   interceded 
^  '.     for  the  release  of  Min  Hwie  LEE,    which  \>ras  accomplished.      This 
;-■.'     Incident,   according  to  Keun  Pal  LEE,    indicated   that   the  KCIA 
was  using  non-diplomatic  personnel  for  their  purposes  of 


harassment.  f..     -•.     .      ,y 


ii:-^"'- 


(>t 


Min  Hwie  LEE,   a  karate  expert   from  San  Francisco, 
along  with  two  other  karate  experts,   Man  Shi'^LIiE,    a   student 
Jat  the  Univ6i;sity  of  San  Francisco,    San  Francisco,   California,  _,.. 
^r  I  and  Moo  Ryang^HCO,    from  the  V/ha  Rang  Karate   Institue,    San 
^^'7  Francisco,   Cali_^Nrnia,   also  departed   the  United   States   for  the 
■''    /  Far  East  and  Korea   in  late  July,    1973,    and  was  believed  by  Keun 
/\.(    Pal  LEE  to  have  been  involved  in  the  KIM  kidnaping. 

>»';,•■  ,•     •  ■  /.■  ••  ■  '  •  r  '  ■•  ..•••. 

>vv  ^.      Keun  Pal  LEE  emphasized  that  his  belief  concerning 

?;:■.  individuals  involved  in  the  kidnaping". of  KIM  is  based  solely 

'■''  ■  on  speculation  and  travels  of  individuals  referred  to  above. 

Iv-.  •   . 

".  During  the  course  of  a  meeting  r^f  Christian  Scholars 
held  In  St.  Louis  in  April,  1973,  Dr.  WonnvN^ONG,  from  Southern 
Methodist  University,  Dallas,  Texas,  chairman^f  the  meeting, 
announced  that  he  had  received  "a  "telephone  call  from  NcWYork 
Instructing  him  to  stand  by  for  a  long  distance  call  from 
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_Seoul,   Korea  at  10  p.m.,  April  15,    1973.     Dr.   DCMG  left  the 
meeting  to  await  the  call  from  Korea  \rfiich  never  materialized.' 

•   According  to  Keun  Pal  LEE,^Jiv^Cok  SCN,    referred  to - 
above,   called  the  hone  of  Dr.  Wi^Jk<TJ*^G  in  St.    Louis,   Missouri, 
requesting  to  talk  to  Dr.   DCNG.      ^•/hen  SON  was  advised   that  Dr. 
DONG  was  not  iimcdiately  available,    SCN   stated   that  Kap  Chul 
KIM,   Deputy  Director  of  the  Eighth  Bureau  of  KCLA  Headquarters, 
Seoul,   Korea  wished  to   speak  to  Dr.   DCNG  and  Dr.   DCNG  should 
await  the  10  p.m.    call  at. the  public  telephone  booth  at   the 
hall  where  the  meeting  was  being  held.      Inasmuch  as  Dr.   DCNG 
was  to  be  the  principal   speaker  at  the  evening  meeting  on 
April  15,   1973,   Dr.   DCNG  felt  that  this  attempt  to  contact 
him  was  a  form  of  KCLA  harassment.  ^         .  ,-. 


'"~    A  spokesman  for  the  Korean  Embassy,   TTOC,    subsequently 
during  the  cours(<i  of  a  press  conference,    stated  that  the  attenpted 
call  by  Kap  Chul  Kill  was  merely  a   social  call,    it  being  noted 
that  KIM  and  Dr.   DCNG  were  classmates  some  fifteen  years  ago.        — 
Dr.  DCNG  totally  discounted  this  inasmuch  as  he  has  had  no 
contact  with  KIM  for  many  years.  ■"  •     :?;.....       ;.,. 

'    V    .■     "■  '-.    ■■       •  .          ,,  ;■       •'^f:      T^^l'-     '.^^^        '.' 

-    Keun  Pal  LEE  noted  that  local  Koreans,    such  as  the 
President  of  the  local  Korean  community,   Mr.    LEE  and  Young...., 
^HooTv-iCA^,_a  retired  Korean  General,   are  known  to  cooperate 
with  Korean  Embassy  officials;   however,   Keun  Pal  LEE  is  not 
aware  of  anyone  in  the  WDC  area  who  might  have  been  referred 
to  as  KCLA  "stringers."     Keun  Pal  LEE  further  advised   that 
though  he,   himself  remains  alert  and  concerned  about  any  pos- 
sible harassment,   he  hj.S-Ji^^  h^pn  ^"  rvhj»^cr   pf   cinrVi  nrtir^n—Ar^ 
_he  i.j_not  avaxG-of  the  identity  Qf     anyone  in  this  area  who  is 
)eing  harassed  by  the  KCIA^ 


•iVi 
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74.  FBI  memorandum  entitled  "Republic  of  Korea  (ROK)  Intelligence  Activities 
in  the  United  States,"  dated  September  9,  1973 


% 


Im  Rtpty,  Pkate  Rtjtr  u 
FiUNc, 


UNITED  STATES  DEPARTMENT  OF  JUSTICE 
FEDERAL  DUREAU  OF  INVESTIGATION 

8201  Francisco,  California 
'  September  9,  1973 


REPUBLIC  OF  KOREA  (ROK) 
INTELLIGENCE  ACTIVITIES 
IN  THE  UNITED  STATES 

All  information  in  this  communication  is  unclassified 
jjuiless  otherwise  indicated. 

The  following  are  results  of  investigation  conducted 
at  San  Francisco,  California  based  on  allegations  that  South 
Korean  intelligence  agents  stationed  in  the  United  States  have 
been  engaging  in  a  program  of  harassment  and  serious  intimida- 
/^  tion  against  Koreans  living  in  this  country. 

-.'   •-       On  May  18,  1973.  KIM  DAE-JUNG,  the  leader  of  the  SouzhK' 
\  -Korean  opposition  party,  gave  a  speech  at  the  International 
I  Center,  50  Oak  Street,  San  Francisco,  California.   The  "San 
/  Francisco  Chronicle",  a  San  Francisco  newspaper,  printed  an 
/   article  regarding  this  incident.   A  copy  of  this  article 
V_  entitled,  "Korea  Exile  Leader  Sees  Fall  of  Park"  is  being 
entered  as  an  appendix  to  this  memorandum. 

/On  August  17,  1973  the  "San  Francisco  Chronicle" 
n  article  entitled,  "South  Korea  Spies  in  U.S."  by 
.DAVID' BINDER,  "New  York  Times".   This  article  dealt  specif i- 
cal_3^  with  the  harassment  of  Koreans  currently  residing  in  the 
United  States.   A  copy  of  this  article  is  also  being  entered 
as  an  appendix  to  this  memorandum.  .  4yc><i-*^ 

•      :       '^■"'  Tu<>v^  1.8,  «*»is 

CLASSIFIED  BY  BlU-NT  T.  PALMER 

EXEMPT  FROM  CDS,  CATEGORY  2 

DATE  OF  DECLASSIFICATION:  INDEFINITE. 

This  document  contains  neither  recommendations  nor  conclui;ions 

of  the  FBI.   It  is  the  property  of  the  FBI  and  is  loaned  to 

your  agency;  it  and  its  contents  are  not  to  be  distributed 
outside  your  agency. 
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REPUBLIC  OF  KOREA  (ROKK 
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On  August  28,  1973  SF  T-1,  an  individual  knowledge- 
able in  the  activities  of  the  Korean  Community  in  the  San 
Frcincisco  area  was  .contacted .by  Special  Agents  of  the  Federal 
Bureau  of  Investigation :  (FBI)  .   SF  T--1  made  reference  to  the 
incident  that  occurred 'during  the  speech  ^f  KIM  DAE- JUNG  at  the 
International  Cente2?7-^^^^-Oak-Street,^an  Trancisco  on  May  18, 
1973.   SF  T-1.  stated  that  prior  to  iCIM's  speech  containers  of 
ketchup  and-eggs -were  "-discovered -and  ejchibited  to  th6' "audience. 

-,TfeiS  Exhibition  alerted 'the  audience  to  a  possible  incident  as 
it  appeared  that  the  ketchup  and  eggs  were  to  be  used  to  harass 
the  speaker.   KIM -then  began -his  speech  "and  was  -interrupted  by 
one -RHEE -MIN-HI ,  also -known-  as  LEE  MIN-HI,  who  took" a  position 
atrthe  podium  and  "would  not  x-elinquish  it.   Police  officers  .  '_ 
ve2%  summoned  and  upon  'th'eir  -arrival  a  representative  "of'  the' "  ' 
Kcii?6an  Consulate  -in -Los  Angeles  met  them  and  exhibited  a  card 
which  showed  his  diplomatic  status.   This  individual  who  SF  T-1 
knows  as  BAE  then  advi-se'd  the  police  officers  that  there  was  • 

•n& -need  for  their  assistance.-  The  officers  left  and  'RHEE 
continued  to  cause  a  disturbance  which  caused  the  police  to 
Xfetum  and  remove  him  from  the  premises.   SF  T-1  advised  that 

■  WIEE  has  a  bad  reputation  -i-n-  the  Korean  Community  and" -that  he 
has- a. number  of  men  that-  assist  him  in  his  -activities.  ~  During 
tJie-£vening  of  May  18,  1^73",  the  followers  of  RHEE  stationed 
themselves  outside  the_ International  Center  to  discourage  Koreans 
from  attending  the  gathering-.  -  This  resulted  in  the'  audience  being 
jjas^e-'up  mainly  of  olde'r- Korean  residents  of  the  United  States 
MHose.   ties  with  the  ROK' were- not  as  strong.'  SF  T-l'- stated  that 
young  people  were  noticeably  missing  from  the  audience.   £F  T-i 
f«0:-ther  advised  that  BAE"  ha'd ■  brought  a  photographer  with"  him        > 
faront- Los  Angeles- and  that- this  individual  was  observed  photo-       ^ 
graphing  the  audience.  (C)  •   .  ;* 

.  n^"T-  •-•-•• 

SF  T-1  advised- Xh'art^the  Korean  Consulate  in  San  Francisco 
has  recently  instituted  a  new  program  which  appears  to  be  directed 
toward  gaining  a  tight- control  over  Korean  aliens  in_  the  San 
Francisco  Bay  area.   This  new  program  requirers  that  all  Korean 
aliens  in  the  Day  Aroa—register  in  person  with  the 'Consulate T 
".^his!  makes  it  necessary  for  people  to  leave  their  jobs  to  report 
to.  the  Consulate  where- they  arc  made  to  wait  before  they  rcgist-jr. 
This'  program  also  gives  the  Consulate  staff  an  opportunity  to  r.akc 
direct  contact  with  the  aliens.   As  proof  of  registration,  the 
Consulate  issues  a  card.   It  was  stated  by  SF  T-1  that  the  Consulatie 
vould  not  provide  services  for  aliens  that  did  not  have  a  card,  one 
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of  which  would  be  renewal  of  passports.   This  registration 
program  is  believed  to  be  limited  to  the  Koreans  of  the 
San  Francisco  area  only  as  it  is  still  in  the  experimental 
stage.  (C)  .  '•. 

SF  T-1  furrher  advised  that  the  ROK  Govcrnrnent  in  an 
effort  to  7;rotoct  its  image  in  .foreign  countries  has  had  people 
in  Korea  write  letters  to  relatives  in  the  United  States.   SF  T-1 
stated  thcit  cecple  have  received  letters  from  relatives  in  Korea 
requesting  t.^at  they  cease  any  activity,  verbal  or  otherwise, 
against  the  ROK  Government.   It  is  his  belief  that  these  letters 
were  dictated  to  the  relatives.   SF  T-1  also  advised  that  people 
have  received  threars  through  the  use  of  the  telephone  in  the 
form  of  advice.   SF  T-1  personally  received  a  call  advising  him 
that  he  should  "stay  healthy",  (C) 

SF  T-1,  w):--n  questioned  concerning  the  ROK  Central 
intelligence  Agency  (CI.^)  advised  that  it  is  believed  an.ong 
the  Korean^  tliat  an  individual  by  the  name  of  AI  is  an  agent 
of  the  ROK  CIA.   This  individual  currently  has  an  office  in  the 
Embarcadero  Center,  Gan  Francisco,  and  refers  to  himself  simply 
as  a  businossmiin.   SF  T-1  has  heard  that  Al-has  been  observed 
making  money  pa^inents  to  certain  members  of  the  Korean  Community. 
SF  T-1  furtiier  stat o'i  regarding  AI,  that  while  he  has  an  office, 
he  is  never  there.   AI  recently  came  to  this  country  from  Hong 
Kong,  BCC.  (C)  ^ 

SF  T-1  also  feels  that  RHEE  MIN-HI  is  being  operated 
by  the  ROK  CIA.   SF  T-1  advised  that  RHEE  within  the  past  three     -, 
years  was  avs^ardcd  one  of  the  highest  medals  of  the  ROK  Government   '*" 
for  his  services  to  the  Korean  Community  in  the  United  States. 
Sp  T-1  added  that  RiiUE  went  on  a  trip  during  the  approximate 
time  of  KIM  DAE-JUNG's  abduction  in  Tokyo,  Japan.  (C)  •; 

SF  T-1  advised  that  the  Korean  Trade  Promotions  Company 
In  San  Francisco  may  be  an  operation  of  the  ROK  CIA,   This  cOir.pany 
Is  located  in  the  Einbarcadero  Center,  San  Francisco.   SF  T-1  advisod 
that  an  individual  by  tlie  name  of  YOON  was  once  the  director  of  this 
company.   YOCN  has  £;ince  been  transferred  to  the  New  York  Office 
Of  the  company.   YOON  keeps  close  contact  with  the  ROK  Government 
and  at  one  tinio  was  tlic  bodyguard  of  President  PAIiK  ClIUHG  IIEE. 
SF  T-1  advised  that  YOON  went  on  a  trip  to  Korea  during  the  approxi- 
mate time  of  KIM's  abduction  in  Tokyo,  Japan.  (C) 
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On  August  29,  1973,  SF  T-2,  a  person  who  is  in  a 
position  of  respect  in  the  Korean  Conimunity  of  San  Francisco, 
was  contacted  by  Special  Agents  of  the  FBI.   SF  T-2  advised 
that  Koreans  are  being  "harassed"  on  a  world-wide  basis  by 
the  ROK  Government.   SF  T-2  states  that  this  "harassment"  was 
not  wide  spread  until  approximately  five  years  ago.   The  Korean 
Community  currently  lives  in  an  atmosphere  of  fear  of  the  regi.-e. 
Even  coi.^nunication  with  the  people  of.  Korea  has  become  difficult 
in  the  past  year.  (C) 

In  1971,  SF  T-2  was  instr\imental  in  the  organizing 
of  an  organization  called  the  "Bay  Area  Korean  Alien  Associ- 
ation".  It  was  organized  to  assist  incoming  Koreans  to  adjust 
to  their  new  environment.   Last  year  this  organization  changed 
its  name  to  the  "Korean  Resident  Association"  and  is  currently 
highly  infiltrated  by  people  associated  with  the  ROK  CIA.  (C) 

SF  T-2  also  advised  that  the  Korean  Churches  in 
California  are  being  split  to  eliminate  a  united  Korean  group. 
SF  T-2  advised  that  the  number  of  churches  "have  gone  from 
approximately  eight  to  approximately  120.  (C)  .      \ 

SF  T-2  advised  that  the  ROK  Government  is  operating 
a  net  of  informants  that  work  through  the  Consulate.   The 
information  that  is  received  from  the  informants  is  forwarded 
to  Korea  where  the  result  in  many  situations  would  be  a  letter 
from  a  relative  in  Korea  to  an  individual  in  the  United  States.  (C) 

SF  T-2  related  an  incident  which  occurred  in  San 
Francisco  in  December  of  1972.   SF  T-2  was  personally  involved 
in  this  incident.   In  December  of  1972,  one^  CHUNG  KI-YONG,  an      £ 
^ditor  of  the  Korean/American  newspaper  in  Washington,  D.C.   C'.*  .'il.'-^-^ 
visited  San  Francisco,   CHUNG  who  is  known  to  be  against  the 
current  regime  in  Korea  planned  to  present  a  lecture  at  the 
Korean  Methodist  Church,  1123  Powell  Street,  San  Francisco. 
.The  lecture  was  set  for  8:00  PM  on  a  certain  night  and  by 
12:00  AM  that  same  evening  there  was  still  no  one  in  attendance. 
SF  T-2  began  a  search  for  CHUNG  the  next  morning  and  could  not 
locate  CHUNG  anywhere  in  San  Francisco.   In  desperation  the 
Korean  Consulate  was  queried  as  to  CHUNG' s  wlieroabouts.   After 
a  one-half  hour  wait,  Consul  KIM  rccontactcd  SF  T-2  and  advised 
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that  CHUl^IG  vas  safe  somewhere  in  San  Francisco.   KIM  advised 
that  CHUNG  v/ent  drinking  the  night  before  and  for  that  reasor. 
•  did  not  make  his  appointment  at  the  church.   SF  T-2  believes 
that  CHUNG  was  taken  to  the  bars  against  his  will.  :0n  that 
.same  evening,  certain  individuals  stationed, themselves' in  the 
vicinity  of  the  church  to  discourage  people  from  attending 
the  affair,  (c)      "  ".'..".'      -*.".  .  ' .  . .    .      ""-'.'.'  .'.,.. 

"'  SF" T-2' advised  that  he  leader  of  the  group  ih'S&n 

Francisco  that  is  causing  all  the  trouble  is  one  RHEE  MIN-HI.'' 

'RHEE  is  approximately  forty  years  old  and  is  the  director  of 
the  Korean  Karate  School  at  712  Polk  Street,  San  Francisco. 
RHEE  very  often  goes  to' meet  off icials  of  the  ROK" Government 

Iwhen  they  visit  San  Francisco.   SF  T-2  has  observed  RHEE  at. 
the  Korean  Consulate  on  many  occasions.   RHEE  has  been  in  the 
past  the  president  of  the  Korean  Resident  Association  and 
"in  1971  or  1972  he  went  to  Korea  ^nd  received  a  medal  for  his 

'contribution  to  the  Korean  Peopae  in  the  San  Francisco  area. 
SF  T-2  advirod  that  RIIEE  does  a  lot  of  traveling  and  that  lie 
left  the  co'j.-itry  during  the  approximate  time  of  KIM  DAE-JU:;G's 

"abduction  in  Tokyo,  Japan.   About  ten  days, prior  to  this  RHEZ 
C    met  with  one  KIM  BONG-KYUN,  Director  of  Information  for  the 
tfV''   Korean  National  Police.   The  ir.?L!ting  took  place  in  San  Francisco. 


( 

,y^^  f^t})    RHEE  received,  free  travel  tickets  for  his  recent  trip  from  the 
c'(^'^       .New  Korea  Travel  Service,  150  Powell  Street,  San  Frahcisco.  rJP.EE 
y^  -has   also  received  free  tickets  in  the" past  from  the  Korean  World 

'<•   '.'irburist  Association,  391  Sutter  Street,  Number  715,' San  Franc^sco- 
ISF  •T-2  stated  that  RHEE  has  been  an  agent  of  the  ROK  CIA  in  t.-.e  . 
past  and  that  he  first  came  to  the  United  States  in  the*  1950s 
and  returned  to  Korea  in  the  early  1960s.   SF  T-1  stated  that 
.he  does  not  know  any  more  as  to  the  whereabouts  of  RHEE  except 

•that  he  has  been  residing  in  San  Frahcisco  for  approximately  the 
^"lastfour  years.  (C)  -  "   .  ;  '""■ 

l'-\,/  SF  T-2  advised  that  RIIEE  has  an  associate  by  the  nar.e 

*of/LEE  MAN-SING  who  is  a  student  at  the  California  State  University 
•  at  San  Francisco.   LEE  is  active  in  the  activities  of  Korean 
[Students  in  Northern  California.   LEE  has  received  free  travol 
.'tickets  from  the  Seoul  Travel  Associates,  4444  Geary  Boulevard, 
'San  Francisco.   SF  T-1  added  tliat  LEE  was  out  of  town  at  the 
same  time  that  RHEE  was  absent  from  San  Francisco.  (C) 
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It  is  th.e  belief  of  SF  T-2  that  RHEE  and  his  associ- 
ates are  being  dirGc^-ed  by  Consul  KIM  DONG- JIN  of  the  Korean 
Consulate,  San  Francisco.   It  is  believed  that  KIM  is  in  charge 
of  either  Korean  rn-jidents  or  businesses  in  the  United  States.  (C) 

.  -       In  regards  to   threatening  phone  calls,  SF  T-2  stated 
that  the  previou.oiy  Trentioned  CHUNG  KI-YONG  has  been  the  recipient: 
of  one.   T]ie  phoi:e  call  in  essence  stated  that  CHUNG  could  be  r.ace 
r.o   disci^^pear  with^^ut  anyone  ever  noticing  i-t.  (CK 

SF  T-2  advised  that  one  GEORGE  S.K/^hl   has  been  alleged 
•';o  be  gn  operatiV'3  of  the  ROK  CIA.   This  individual  resides  at 
^319  Lrvice  Street,  San  Francisco.   He  arrived  in  the  United  States 
n^jproxir\ateiy  or.t:;  year  ago  iron  Hong  Kong,  BCC.   SF  T-2  stated 
that  Al  served  in  the  ROK  CIA  during  the  same  period  as  RHEE 
during  the  early  years  of  the  1960s.   He  later  went  to  Hong  Kcr.g 
to  ope::.ite  a  travel  -agency.   He  currently  has  an  office  in  the 
Ti^ioarc-.-^ero  Center,  San  Francisco  and  appears  to  be  rich.   SF  T-2 
-Artvist'ci  that  it  ii  oonunon  knowledge  that  Korean  businesses  cannot. 
oper:ito  in  Hong  Kong  vithcut  the  approval  of  the  ROK  CIA.   AI 
recaatly  traveled  ro  Los  Aii^eles  with  the  Korean  Consul  General 
to  v.)eet  Premier  KCM  of  the  ROK.  (C) 
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In  Rei>ly,  Plcaie  Refer  to 
File  Nu. 


•'^! 


\\ 


ICE 


FEOKRAL   DUJIKAU   OF   IM VHSTIC ATION 

it,- 

Mew  York,  New  York 
^^L;;. J  SEP  14  1973  :,;.^ 

Republic  of  Korea  (ROK)  Intellicence 
Activities  In  The  United  States 


•  'W      ■'  "An  article  appeared  in  the  "Washincton  Post" 
nev/spaper,  published  in  Vashincton,  D.  C, ,  on  June  7»  1975» 
entitled  "3.  Korea  Aide  Defects  Here,"  which  indicated  that 
several  South  Korean  diplomatic  officials  stationed  in  tlie 

•  United  States  have  elected  to  remain  in  the  United  States 
rather  than  return  to  South  Korea.   It  also  indicated  the. -3 

-  fV?uth  Korean  intelligence  operatives  in  the  United  States 
engage  in  surveillance  and  intimidation  of  ethnic  Koreans 
residing  in  this  country.  ••  . . 

' ;  •      Information  obtained  from  the  United  States 
Department  of  State,  in  Juno,  1973,  indicates  that  South  IIor?an 
diplomat  ''"|^^£! m.£-- ia';^i.P ^  i'^'ew  York  <Jity  (ITYC),  after  beine 
notified  6:fnisTransxer  back  to  Seoul,  Korea,  indicated  he 
would  stay  indefinitely  in  the  United  States  rather  than 
return  to  Korea.         .  ......  •..;• 

-•  ..    .  ■  '  ■•.  '*''>'''      >■.'■     ' ■'•       '•ff^       ■'■■"'   ■ 

Records  of  the  New  York  Office  (NYO)  of  the 
..Federal  Bureau  of  Investigation  (FBI)  contain  no inf ormati on 
identifiable  with  KHI  Yong-ho.  ,  .   ^_.  .a^ 

••"  ■        ■■.','* 

•'  Records  of  the  Credit  Bureau  of  Greater  New  York, 

the  New  York  City  Police  Department,   and  the  United  States 
Immigration  and  Uaturalization  Service,   New  York  City,  were 
-caused  to  be  checked  and  were  found  to  reflect  no  infomaticz. 
identifiable  with  KIM  Yong-ho.  ...  •-.. 

•I  -  .'  '  •■»•■'  . 

■  ^- ■    '■         ■  "The  1972-1975  edition  of  the  Register  of  the 
Society  of  Foreign  Consuls  in  NYC  indicates  that-^III  '/onr-hc 
is  Information  Consul  at  the  Republic  of  Korea.  Consulate   in 
NYC,     He  resides  at  155  East  80th_Street,  l^fYC,   and  has 
telephone  number  p69-&647.  lA^ u/ y ^ ;^ ^f^r.zj:^  -c. 


This  document  contains  neither  recommendations  nor  conclu3ici3 
of  the  FBI.      It  is  the  property  of  the  FBI  and  is  loaned   to  -ror 
agency;   it  and  its  contents  are  not  to  be  distributed  outr>idf 
your  agency.  .•  \ 


%^'^A97y^'/''-~'^ 
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■y  u  •     ■        ■  '  '  •  '  ■':■'-'  ■  • 

■^      Attached  to  this  neniorandum  are  copies  of  two 
articles  v/hich  appeared  in  the  "New  York  Times"  concerning 
this  natter.  In  1;hc  article  entitled  "I'hreat  to  Koreans  in  ■ 
U.  S.  By  Seoul  Stirs  Concern,"  reference  is  made  to  the 
Korean  Consul,  Gin  Duk   Son,  in  ITYC,  v;ho  is  described  as  a. 
Korean  Central  Intellisence  Agency  (CLV)  operative  who 
.reportedly  follov/ed  Korean  protestors  in  NYC  on  April  29, 
■1973 1  and  had  then  photographed,       ,*,■       ;■>/■  "   ;,.■»;...  j '• 

l:\i   ■       '"   On  June  8,' 1973,  SOHN  In-dulc,  ConsTil,  South 
Korean  Consulate,  720  Pifth  Avenue,  NYC,  was  interviewed  on 
another  matter  and  advised  that  he  is  the  officer  at  the 
.  Consulate  in  charge  of  security  for  EOK  citizens  residing  in 
the  NYC  area.  He  is  a  retired  Colonel  in  the  EOK  Army  and 
has  been  in  the  irfC  area  for  t^vo  years.  He  previously  served 
in  the  20K  Zboassy  in  Washington,  D.  C.   During  the  latter 
part  or  April,  1973 1  a  gro\ip  of  approximately  70  dissenters 
against  Itecident  rI\K   Chons-hui  of  the  HCK  demonstrated  in  i-JYC.  i/y^ 
35ie  leader  of  this  group  was-^CIIITae-chons,  a  former  candidate  ^  "/' 
for  the  Presidency  of  South  Korea.'aiid  a  leader  of  the 
.  Qpposition  party  to  PiUC  ChonG-h\ii.  Tliis  demonstration  was 
.not  Communist  or  leftist  in  any  way.   'Ihey  simply  v/anted  to  protest 
the  new  political  restrictions  imposed  hy   President  PAK  in 
South  Korea.  Ihe  deinonstration  v;as  peaceful,-,  but  not 
successful.  SOHIT  stated  he  observed  this  demonstration  but 
did  not  hinder  it  in  any  way.    .     ■  >.   --  ■.;   .>U'^-- 

•••...     •.,  -.->;  ■•.-.■;;■.     ■■■■:,  .    :       ■      >■,  '     ■■■.•■•.■■•■       *■'..'•''         ''' 

>  •'<    :  ■  On  September  10,  1975*  a  discreet  telephonic  inquiry 
to  the  South  Korean  Consulate,  ^TYC,  asking  for  KHI  Yong-ho 
ascertained  that  he  has  been  "transferred"  "to L-Vasliington,  D.  C. 
"  i^     'it  -  '■  ■■■     *  ♦•■  ■  -  i .    ■• 

>   •   .*■   On  September  10,  1975,  a  discreet  telephonic 
inquiry  to  telephone  niomber  569-66^7,  asking  for  KIM  Yong-ho, 
determined  that  he  no  longer  is  residing  at  that  address, 
165  East  83th  Street,  NYC,  which  is  the  address  for  the 
Catholic  Kolping  Society,  which  rents  out  rooms  at  that 
location.  ».   •.:..;...•.    ,;.'  .-,».   •  ••-  '  " 


35-283  0  .  78  -  31 
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76.  FBI  memorandum  entitled  **Republic  of  Korea  Intelligence  Activities  in 
the  United  States,"  dated  November  19,  1973 


STATES   DIcrARTMKNT  c     -'JUSTICE 


FEDEHAL  nUUEAU  OF  INVKSTICATION 

tn Kf,.!^. riro.^ i',/^r ,v  Washlnf.toH,   D.C.      20535 

nicNo.  ,f  November   19,    1973  ..'.••       - 

••      •.      ;•         '        ;■"  ■     ■      '■••         ■•■••  •'-:/:■.■    .^^S^-..""::'  ■ 

'^X'i:  ■    *r-   ■■:  REPUBLIC   OF   KOREA  '        ":  rf^^.  .^'. 

■■•;0;- '■••••."   ■■       •  •••INTELLIGENCE  ACTIVITIES    IN  THE  •.'■'      ./;* 

■'''.i^^s\-:\  ■  ■■•    >•-.•  •      UNITED    STATES  •'. 

.;■•*  y^    ;    .        -.      ./.  : •     ■. 

'  ■  "  ■•:•  On  November  12,  1973,  Kee  YonfrCTTUNG,  1008  North 
Kandolph  Street,  Arlington,  Vlrclnia,  was  lntervlcv;ed  by 
'Special  /.r;ents  of  the  Federal  Bureau  of  Investigation  (FBI) 
and  provided  the  following  information: 

J        CHUNG  stated  that  he  Is  the  Managing  Editor  of  the 
■-•'Han  Min  Shinbo",  the  oldest  and  most  v/ldely  distributed 
Korean  nev.-spaper  published  in  the  United  States,  espousing; 
the  opposition  cause  to  the  present  government  of  President 
Chung  Hee  PARK  in  Korea.   He  stated  that  he  was  espousing 
a  cause  of  Dae  Jung  KIM,  the  recently  kidnapped  opposition 
leader  to  PARK,  and  as  such,  frequently  publishes  articles 
critical  of  the  PARK  regime.   CHUNG  advised  that  the  ed- 
itorial policy  is  set  by  a  loosely  organized  group  of  fellow- 
Koreans,  "v;ho  rieet  at  Irregular  Intervals".   He  stated  that 

'apart  from  the  coney  and  time  he  himself  spends  for  the  nev/s- 
paper,  monies  for  funding  the  project  are  obtained  mainly 
•  from  advertisers  and  sympathizers.   The  newspaper  has  been 
published  for  three  years,  averaging  one  edition  per  month 

•and  contains  both  English  language  and  Korean  language 
articles.    .  .         ..;  .    ••  •     .»i  . 

,_ ..,    ..::.;  ^    ;'^.    ''■■    ■  ■     •■■•>■-■    ••'-■•■-■>;:•     ^■'^''■■ 

V         According  to  CHUNG,  often  times  subseo.uent  to  the 
publishing  of  articles  especially  critical  of  the  PARK 
; regime,  he  receives  anonymous  telephone  calls,  both  at  his 
',  home  and  at  his  office,  suggesting  that  such  critical  ar- 
;  tides  should  not  be  published.   He  stated  that  though  no 
'actual  threats  have  ever  been  made  to  him,  he  feels  that 
these  callers  are  af  least  warnings,  that  should  he  not 
.desist  in  publishing  critical  articles  of  the  PARK  regime, 
•  something  might  happen  to  him  or  his  family. 
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REPUBLIC  OP  KOREA        '.. /•  •  'v.^  ':•  ■"'■'■'       V-^-'V  .f^k  ■       •'»:^-": 

'   •  CHUNG  stated  that  he  feels  that  some  of  these  tele- 
phone calls  may  emanate  from  someone  actinp;  In  behalf  of  the 
Korean  Central  Intelligence  Aj^^ency  (KCIA)  though  at.  no  time 
have  any  of  the  anonymous  callers  ever  surj'.ested  any  such 
connection.  He  stated  that  a  frequent  caller  has  been  a 
male  Individual  v.'ho  identifies  himself  as  Chi  Youn?;  KIK 
(phonetic)  who,  hov/ever,  is  unknovm  to  both  him  and  any  of 
his  friends.       j  •    .;•  •;/'\''/.-;  j .•;>.•  ^;-;;-- •••".  ■ 

t^'Vi'v;;.-*  CHUNG  stated  that  in  September,  1973,  he  received 
a  letter  from  a  member  of  the  Korean  National  Assembly,  a 
Mr.  NOH.of  the  PARK  Coalition  v/ho  extended  an  offer  for  him 
(CHUNG)  to  return  for  a  visit  to  Korea  at  government  expense. 
CHUNG  stated  that  he  felt  that,  this  was  merely  a  ploy  by  the 
KCIA  to  get  him  to  return  to  Korea  in  order  to  silence  his 
criticism  of  the  PARK  recinie..   Again  CHUNG  stated  that  he 
nad' no  proof  to  show  KCIA  involvement,  although  he  felt  this 
was  so.   .  ^  ..•.•■■:;:;:■•■/•..;.:..>:■.  ^^u-:    : r'i^^  -   '^;•^•^■■,■.-  ■  •  •  ■  .:',-i-- ■ 

■>fi    *  •  CHUNG  stated  that  another  Korean  nev/spaper  pub- 
lished locally,  the^>*TIan  Kook  Shin  Moon",  is"a  "pro-PARK 
weekly,  published  by  the  Pan-Asian  Press,  1750  Pennsylvania 
Avenue,  N.W. ,  V/ashington ,  D.C.  and  is  distributed  free  of 

.charge.  CHUNG  stated  that  another  Korean  National  Assembly- 
man, whom  he  refused  to  further  identify  and  vrho  was  visit- 
ing In  the  V/ashington,  D.C.  area  in  August,  1973,  told  him 

.that  Kwang  Nyan  HAN,  the  publisher  of  this  nev/spaper  alleg- 
edly received  $300,000  from  the  KCIA  for  his  newspaper. 
CHUNG  noted  that  this  National  Assemblyman  currently  re-  .. 
presents  the  opposition  party  to  the  PARK  Coalition  in 

^^^',.  .   i   ;.-:v^  4:.:-.  :.V;5-  .:  :^^.-rL:4::..^i;}^^),::--^M^  . 

■»   '-'b."  CHUNG  stated  that  he  has  on  occasion  been  in  the 
company  of  Sang  Ho  LEE  and  Hong  Tae  CHOI  of  the  Embassy  of 
Korea,  V/ashington,  D.C,  both  of  v/hom  have  been  identified 
to  him  by  unrecalled  friends  as  representatives  of  the 
KCIA- to  the  embassy.  Both  of  these  Individuals  have  ex-  '  •, 
hiblted  an  outwardly  friendly  attitude  tov/ards  him  and  made 
no  mention  whatsoever  of  articles  appearing  in  his  newspaper 
critical  of  President  PARK.  CHUNG  stated  that  he  was  cer- 
tain that  both  LEE  and  CHOI  were  aware  of  his  Identity  as 
Editor  of  the  "Han  Mln  Shlnbo".     *       .;.■•;    .,..-;«.. 

'1.     •  .  ;  "The  Diplomatic  List"  for  August,  1973,  pub- 
•.•V\  lished  by  the  United  States  Department  of 
*V  State  (USDS),  Washington,  D.C,  lists  Sang 
;."Ho  LEE  as  minister  and  Hong  Tae  CHOI  as   *.  : 
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REPUBLIC  OF  KOREA      ..    ':.  '  '  '    v."  -  • /:.\j .  .  •::<;  '• 

'■ '. — T~   '■         '  •  :''■•'  \'^i^  ■     W.'  ■  '  • 

.••'■•.'  •;•;.•.  Conse lor  at  the  Embassy  of  Korea,        .:.*'•  ^V'.'. 

•'•'.  Washincton,  D.C.  "   '  ^ '/.  •  "  ';   •. 

'CHUNG  concludea  the  Interview  by  statlnR  that  he 
■•could  offer  no  proof  wh.itsoever  that  any  harassment  directed 
".  tov;ards  him.  or  his  newr.p^.per  actually  emanated  from  KCIA 
-sources  nor  v/as  he  aware  of  the  identities  of  any  other  in- 
.dividuals  v/ho  could  trace  any  type  of  harassment  to  KCIA. 
He  stated  that  the  gencrnl  feellnr,  among  those  Koreans  in  the 
United  States  v.-ho  are  harar.sed  to  any  extent  for  their  anti- 
'  PARK  views  is  that  the  PA^K  govcrnnent  directs  the  KCIA 
and/or  its  operatives  to  express  their  displeasure  when 
.  such  views  are  made  public. 


.\',\ 


?i*V 


y:>-  *":>•-- W^- ^•>"  ,'••'•  ;~-i--    ■;•'?.■■•■'  rO-'-- •'■>■?:••  ■  '  v'--" 


-i'ivv/j  ;.*.■;  .•;•■  ■  ••     ^,  rai ««"» i'  '^'' 


yo-ii  on»i»cT: 


■  iv'-!-."..'  ■  ■/•i'C .  '  r.  <»<» '«» ' 


>■ 


duirUtuted 


r»o«  lo  bo 
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77.  FBI  memorandum  entitled  "Republic  of  Korea  (ROK)  Intelligence  Activities 
in  the  United  States/'  dated  December  18,  1973 

.   ■    :         '.  \   •  I  .•.-•■•  ~;<  ;•         -:•        ■•■■■■ 

UNI'l')C»  STATES  DEPAUTMLNT  OF  JU.    VtCE  >  . 

•vi»*  ,  ■  •■        .•       •  .•■^■•-    '•••,.  ••    • 

FEOEKAL  UUREAU  OF  INVESTIGATION  .  "  ,  '■<"■■'.. 

inR,ptr,pi^neMu,  '  ■,  New  York,  New  York        .--  ..^rV:;;-:    ; 

'^^       :|/:  :.;^v -..;-:  DEC  IS  1973     ;  .   ,^  ^  y:.^ ;  V  ;.  ;  : 

''^-  •    :^.'.  :i  ■:  v"''  Republic  of  Korea  (ROK)        •^:'''  : 
•'•   ■  •■■■•^  .;.,•■•'-  V'.'"''.   Intelligence  Activities  in  •  *.    i 

V.  .  i^' /-"•'..  ■  '^y.'    the  United  States       ^-^  .  1,^;^ :  .  :  '.     '  : 

;•      "  '   On  December  10,  1973,  NY  T-1,  who  has  furnished 

reliable  infomation  in  the  past,  advised  that  the  articles  that 

/•appeared  in  the  "New  York  Times",  "Washington  Post"  and  other  . 
newspapers  in  the  United  States  over  the  past  several  months 
that  concerned  alleged  ROK  Central  Intelligence  Agency  (CIA) 
intimidation  and  harassment  of  ethnic  Koreans  residing  in  the 
United  States  were  on  the  whole  greatly  distorted  and  elaborated. 
In  one  such  article,  "SOHN_In-d_ulc,  a  Korean  Consul  in  New  York 
City  (NYC)  was  alleged  to "have  surveilled  anti-ROK  demonstrators 
during  a  demonstration  in  NYC  in  April,  1973 •  In  point  of  fact, 

•  according  to  I^  T-1,  SOHN  asked  the  demonstrators  if  he  could 
attend  and,  in  fact,  was  invited  by  them  to  sit  on  the  dais 
during  the  various  speeches  at  the  demonstration.  NY  T-1  does 
not  consider  this  action  to  be  any  form  of  intimidation  or 
harassment.  In  regard  to  the  three  South  Korean  diplomats, 
who  according  to  newspaper  accounts,  "defected"  to  the  United 

■  States,  NY  T-1,  who  kno\;s  these  individuals  personally,  understands 
that  it  was  mostly  for  persoiial  reasons  that  they  decided  to 

;■  remain  in  the  United  States.  '^KII<1  Yong-ho,  who  was  stationed  in 

NYC,  was  disgruntled  because  his  "family  was  residing  in  VJashington, 

S^C,  while  he  was  working  in  NYC.  He  also  had  disagreements 

with  his  superior.  The  other  two  individuals  were  disgruntled 

.  (flue  to  the  lack  of  promotions  in  their  particular  branch  of  the 

,  Foreign  Service.  NY  T-1  does  not  feel  that  any  of  these 
'Individuals  were,  in  fact,  intimidated  by  the  ROK  CIA.  1KIM_ 

;  X^hg-ho  presently  is  residing  in  Washington,  D.C.f.  and  is  .' 
rimnihg  a  restaurant  there .  He  has  left  the  ROK  Government 

,  service,      ......     .  j.  .....:.,.. ^r  ■  ••-■,•;.•.  ..'••....■.■  .•:;•'••••  •' ■  •  - 


»»ls  document  contnlnu  "^ J^^^^^^T^ j' ^ 

reco««nc«d..lio«3  nor  conclunlonS  oi  v         :  ..-/^ 

thi  FBI.  It  is  the  property  of   A         ;•  ;V.n 
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78.  Memorandum  from  F.  S.  Putman,  Jr.  to  W.  R.  Wannall,  dated  February  8,  1974 


•.HOMM  KMa  >e    <• 


r) 


-r-  ••.-     'UNITED  STATES  (; 


Memorandum 

W.  R.  W^niSAiT 
Pu4i 


•1) 
J 


TO       Mr 

FROM  :    F.  S.  Pu;tman^,  Jr 


1  -  Mr.  B.  C.  Rachner 

1  -  Mr.  F.  S.  Putman,  Jr. 

DATE:  2/8/74 

1  -  Mr.  H.  L.  De  Buck 

1  -  Mr,  R.  J.  Ivey 


SUBJDCr 


^--ilEF 


EPUBLIC  OF  KOREA  (ROX) 
INTELLIGENCE  ACTIVITIES  IN  THE  UNITED  STATES 
REGISTRATION  ACT  -  SOUTH  KOREA 


f,J^'-^ 


This  is  to  advise  you  of  a  meeting  on  February  7, 
1974,  between  SAs  Henry  L.  De  Buck  and  Robert  J.  Ivey, 
CI-3,  and  Bernard  C.  Rachner,  CI-4,  with  Donald  L.  Ranard 
-and  Ed  Kelly,  Korean  Desk  Officers,  Department  of  State. 
This  meeting  was  requested  by  Mr.  Ranard  to  discuss 
captioned  case. 


Captioned  case  was  initiated  at  State  Department 
request  following  allegations  in  the  press  that  ROK 
Central  Intelligence  Agency  (CIA)  agents  were  harassing 
ROK  residents  in  the  United  States.   Results  of  inves-tijxation 
to  date,  which  have  been  furnished  to  State  Department  in  five 
separate  LHMs,  reflect  there  are  two  individuals  in 
San  Francisco  who  may  be  operating  on  behalf  of  ROK  CIA  in 
violation  of  Foreign  Agents  Registration  Act.   Investigation 
also  has  resulted  in  allegations  that  several  ROK  diplomatic 
officials  in  the  U.S.  known  to  be  ROK  CIA  agents  have  acted 
outside  the  scope  of  their  duties. 

Mr.  Ranard  was  advised  that  investigation  was 
continuing  under  the  Foreign  Agents  Registration  Act 
regarding  the  individuals  in  San  Francisco  who  are  non- 
diplomatic.   However,  no  investigation  would  be  conducted 
of  ROK  diplomats  in  the  U.S.  without  specific  written  . 
authority  from  State  Department.  _      '    O  // 

Mr.  Ranard  stated  that  investigation  to  date  has 
helped  State  Department  considerably  and  that  the  ROK 
Ambassador  to  the  United  States  has  been  warned  regarding 
the  allegations  and  of  possible  consequences  if  svich^_  ._.  __r  —  ^ 

ZZ  FEB  12  1974 

CONTINUED  -  OVER 


.-/ 


58FEB15WM'. 
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Memorandura  to  Mr.  W.  R.  Wannall 
Re:  Republic  of  Korea  (ROK) 

Intelligence  Activities  in  the  United  States 


allegations  are  true  and  were  to  continue.   He  stated 
that  since  this  matter  has  been  under  investigation 
by  the  FBI,  the  Number  One  and  Number  Two  men  of 
ROK  CIA  who  were  assigned  to  the  ROK  Embassy  in 
Washington,  D.  C,  have  been  ordered  back  to  Korea  by 
their  government.   Mr.  Ranard  expressed  appreciation 
to  the  FBI  for  the  investigation  conducted  to  date. 


•ACTION; 

'         None.  For  information. 


^"^^  '^Mtr 


^ 
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79.  FBI  memorandum  entitled  "RHEE  Min  Hi,"  dated  November  13,  1974 


im 


UNITED   STATES   DEPARTMENT   OF  JLiTICE 
rKDCBAL   BL'KEAU   OF   INVESTIGATION 


. Km/jf. pumsm Rtf^r m  B^Ti  Kranclsco,    California 


November   13,    1974  ^ 


WfEE    MIH    HI 


On  October  24,  1974,  Thee  •Un>^i  was  interviev'e-5 
at  his  olacc  of  cT'olovxicnt ,  the  Anko  Tours  Conoany,  291 
Geary  5;trc-;t,  Suite  501,  Pan  Francisco,  C.ilifornia,  by 
Special  Agents  of  the  Federal  Fureau  of  Investiaation  (mi) 
and  provided  the  following  infomation. 

Hi  stated  that  he  is  currently  the  ^resident  of 
^mko  Tours  Componv,  specializing  in  the  oroanizino  and  con- 
ducting of  tour*;  for  the  J'orean  tourists  travelina  to  and 
from  the  UnitcJ  States.   I'i  stated  that  the  /vriko  Tours  Con- 
pany  was  established  about  a  vear  ago  to  handle  hotel  accom- 
modations, scenic  tourr;,  and  visa  and  Dasnport  applications 
for  traveling  I'orean  tourists. 

HI  advised  that  he  is  no  lonner  an  instructor  at 
the  Korean  Karate  School  which  v/as  located  at  712  Polk  Street, 
San  Francisco.   He  nentioned  that  vith  his  new  position  nt 
the  ^nko  Tours  Cor^panv  ho  hardly  finds  tine  to  conduct  karate 
classes  and  therefore  closed,  the  Korean  Karate  fchool  alto- 
gether.  Hi  stated  that  he  was  selected  as  Honorable  Director 
of  the  Karate  fcliool  located  at  1901  Fillnore  Street,  San 
Francisco,  California. 

Hi  asserted  that  ho  is  currently  the  president  of 
the  Korean  Posidertts  Association  in  San  Francisco  and  in  in 
continued  contact  with  the  Korean  Consulate  in  San  Francisco 
concerning  natters  regardino  the  Korean  comunity  but  stronnlv 
commented  that  he  is  not  being  directed  by  the  Itorcan  Consulate 
to  conduct  harassnent-tvne  tactics  to  those  individuals  who 
oppose  the  government  of  President  Park  of  South  Korea. 

This  dociinent  contains  neither  recomondatior*;  nor  conclusions 
of  the  FPI.   It  is  the  oropcrty  of  the  FDI  and  is  loaned  to 
your  agencv;  it  and  its  contents  are  not  to  be  distributed 
outside  your  agency. 
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PJIEE  HIII  HI 

Hi  adnitted  that  he  disruoted  the  speech  made  bv  TIM  Dae-iuna, 
exiled  leader  of  South  Korea's  opoosition  party,  on  May  12, 
1973,  at  the  International  Center,  50  Oak  Street,  San  ^rancisco. 
He  stated  that  he  disrupted  the  ir.eetina  because  of  KlM's 
political  vievrs  aoainst  the  Park  administration  and  the 
threatering  corments  made  by  KI»^  concerning  v/ithdrawal  of 
U.S.  financial  aid  and  military  sunuort  fron  South  Korea. 
Hi  said  that  his  actions  at  the  meeting  were  strictly  a 
result  of  his  personal  feelings  and  nothinc  else.   fli  cor- 
nented  to  the  fact  that  he  is  not  a  Korean  CIA  agent  and  hsp 
never  been  approached  by  any  nerber  of  the  Korean  CIA. 

Hi  concluded  the  interview  bv  stating  that  he  is 
aware  of  the  orovisions  of  the  Toreign  Agents  Registration 
Act.   Hi  strongly  reiterated  the  fact  that  his  actions  con- 
cerning the  J'ay  is,  1973  incident  vere  purely  the  result  of 
his  person  feelings  and  in  no  way  connected  with  the  Republic 
of  Korea  Government, 
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80.  FBI  memorandum  entitled  "GEORGE  SOO-KOON  AI  also  known  as  George 
S.  Ai,"  dated  January  29,  1975 

UNITED   STATES   DEPARTMENT   OF  JUSTICE 
FEDERAL   DUKEAt'  OK  INVESTIGATION 

San  Francisco,  California 

January  29,  1975 

t 

GEORGE  SOO-KOON  AI  \ 

Also  Known  As 
Ceorr,e   S.  AI 

On  August  29,  1973,  SF  T-1 .  a  person  who  Is  in  a 
position  of  resncct  in  the  Korean  Community  of  San  Prancisco, 
advised  that  Gcorr^e  Soo-Koon  Ai  has  been  alleged  to  be  an 
operative  of  the  Republic  of  Kore^.  Central  Intelligence 
Agency  (CIA). 

On  December  28,  197^,  Georgo  Soo-Koon  Ai  was 
interviewed  at  his  place  of  residence,  2919  Lake  Street,  San 
Francisco,  California,  by  Special  Agents  of  the  Federal  Bureau 
of  Investigation  and  provided  the  following  information: 

Ai  advised  that  he  is  currently  the  President 
and  sole  ovmer  of  the  LZE  HAN  Trading  Co~oany,  Inc.  specializing 
in  the  sale  of  agricultural  croducts  to  South  Korea.   He 
stated  thax  since  he  frequently  travels  to  Korea  on  business, 
he  no  lon.^er  has  the  business  office  at  One  Embarcadero  Center, 
Suite  3001,  San  Francisco,  but  conducts  all  of  his  business 
affairs  at  his  residence  on  Lake  Street.  San  Francisco.   Ai 
commented  that  ho  is  also  the  Advisor  for  the  KUK-Ja  Cable 
Products  Comoany  and  the  JIN-Do  Construction  Company  located 
In  Seoul,  Korea.. 

Ai  stated  that  he  was  bom  and  educated  in  Seoul, 
Korea  and  during  the  Korean  Conflict  v/as  employed  as  a  civilian 
translator  for  the  United  States,  ^09  Engineering  Corps  S-2 
Section  in  Seoul,  Korea.   Ai  said  that  he  was  emDloycd  by  the 
United  States  Engineering  Corps  from  1950  to  1961.   During  196i 
to  1965  he  v/as  employed  as  a  member  of  the  Planning  Commission 
for  the  Special  Economics  Board  for  the  South  Korean  Government, 
From  1963  to  1966,  he  v/orked  as  an  Administrator  for  S!JI!J-Hung 
Lumber  Trading  Comnany  in  Seoul,  Korea.   In  April  of  1966, 
Ai  mentioned  that  he  and  his  family  moved  to  Hong  Kong  and  there 
he  opened  a  successful  travel  business  catering  to  the  Korean 
tourists  traveling  to  and  from  Hong  Kong.   Ai  advised  that 
after  six  years  in  the  travel  business  he  decided  to  quit  the 
business  and  in  July  of  197^^  he  and  hie  f^/ilv  made  preparations 

^  .     ..;.. 

This  document  contains  neither  recommendations  nor  conclusions 
-•'.of  tho- FBI. •.  It  is  the- property  of  the  FBI  and  is  loaned  to  your, 
oigeney;  it  and  its  cbntqntp  are  not  to  bo  distributed  outsidc"^ 
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GEORGE  SOO-KOON  AI 
Also  Kno\vn  As 
Georro  S.  Al 

for  tr?vel  to  San  Francisco.  Al  indicaxed  that  his  reasons 
for  conii.jc  to  San  Francisco  were  purely  for  the  sake  of  his 
family.   He  stated  that  he  always  wanted  his  children  to  be 
educated  in  the  United  States  and  is  happy  that  his  two 
children  are  now  attending  school  in  the  San  Francisco  Bay 
Area. 

Ai  asserted  that  he  is  a  personal  friend  of  CHAN 
YOON,  Consul  General  of  the  Korean  Consulate  in  San  Francisco 
and  has  known  CiiAII  since  childhood  in  Korea.   Ai  stated  that 
he  and  thi;  Consul  General  socialize  together  occasionally 
but  commented  that  he  is  not  being  directed  by  the  Korean 
Consulate  to  conduct  any  type  of  harassment  type  targets  to 
those  individuals  who  oppose  the  Park  Regime  of  South  Korea. 
Al  said  that  he  is  not  a  Korean  CIA  agent  and  has  never  been 
approached  by  any  member  of  the  Korean  CIA.  . 

Al  concluded  the  interview  by  stating  that  he  is 
happy  that  the  United  States  Government  admitted  he  and  his 
family  to  the  country  and  strongly  commented  to  the  fact  that 
he  would  in  no  way  jeopardize  his  stay  in  the  United  States  by 
engaging  himself  in  pro-Park  Regime  activities. 
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81.  FBI  memorandum  entitled  "LEE  Man-sing,"  dated  February  19,  1975 

UNITED   STATES   DEPARTMENT  OF  JUSTICE 
FEDERAL  BUREAU  OF  INVESTIGATION 

In  Bepijr, Piea.e  Refrr  u>  San  Frcucicco,    Calif omia 

February  19,   1975 


LEE  I  Ian- s  in  r 


On  AuGust  29,  1973,  SF  T-1  advised  that  LEE 
Man-sin^,  a  student  at  the jlniversity  of  San  Francisco, 
has  been  associatin{T  v;it}>'!THEE  i:in-hi,  a  suspected 
Republic  of  Korea  (ROK)  Central  Intelligence' Agency 
(CIA)  Agent. 

On  January  23,  1975,  iLZE  Man-sing  v;as  interviev;ed 
by  Sr>ecial  Agents  of  tlic  Federal  Bureau  of  Investigation 
(FBI")  at  his  place  of  residence,  1630  Sutter  Street, 
Apart:-ent  .vlO,  Sen   FrcJicisco,  California.  LEE  furnished 
the  follo-.;ing  information:  ; 

LEE  vas  born  on  July  25,  19^:1,  in  Seoul,  Korea, 
and  arrived  in  the  United  States  in  June  of  1967.   LEE 
stated  thct  he  entered  the  United  States  on  a  Student  visa 
and  is  presently  a  graduate  student  at  the  University  of 
San  Px^mcisco,  i.-'.ajoring  in  goverix-nont.   LEE  cor.rr.ented  that 
he  intends  to  receive  his  graduate  degree  v;ithin  a  year  fron 
the  University  of  Sen   Francisco  and  upon  receipt  of  the  degree, 
he  plans  to  return  to  his  honieland  in  Seoul,  Korea. 

LEE  advised  that  he  first  net  RliEE'  Hin-hi  at  a 
Karate  e:±iibition  toumanent  held  in  SaJi  Frrjicisco  about 
three  years  ago,  sponsored  by  the  Koreaji  Karate  School,  . 
712  Poll:  Street,  San  Francisco,  California.   LEE  stated  that 
RHEE  Ilin-hi,  at  that  tine  v/as  the  head  instructor  for  tlie 
karate  school  and  since  he  (LEE)  v/as  also  a  karate  instiTictor 
in  Seoul,  Korea,  prior  to  cor.iing  to 'the  United  States,  LEE 
decided  to  contact  PJEE  ilin-lii  after  the  toumaj'.ient  and 
discuy  different  types  of  karate  dance  forr.s  and  teciiniques. 


This  docunent  contains  neither  recommendations 
nor  conclusions  of  tlie  FBI.   It  is  the  property 
of  tlic  FBI  and  is  locncd  to  your  agency;  it  end 
'.-j;.;.'.- . -:■  v-.i"t5  :G0jitcnt.'3.,arc, nqt-.-to v.bp.;.4istributcd  outcido.. , 


481 


LEE  Heji-sinr;  -    ^ 

LEE  said'  thct  RHEE  I-an-hi  invited  hin  out  to  the  kcrate 
school  on  ceveral  occasions  after  their  first  rneetin^  and 
together  had  quite  a  fev;  Icarate  v;orI:-outs.   It  v/as  then, 
LEE  said,  that  RHSE  Ilin-hi  confronted  hin  to  be  his 
assistejnt  instructor  at  the  karate  school  and  LEE  accepted 
the  position. 

LEE  advised  that  his  association  v;ith  RHEE  !Iin-hi 
was  only  on  a  professional  basis'  and  conr.iented  that  he  hardly 
sees  RHES  Ilin-hi  at  all  after  the  Korean  Karate  School  v;as 
closed  nore  then   a  year  ago.  During  his  association  v;ith 
RHEE  Ilin-hi,  LEE  e^nilained  that  RHUS  Ilin-hi  never  discussed 
his  political  viev.'s"  tov;ards  the  R03C  Govonx-nent,  or  gave 
indications  of  v/orking  as  a  CIA  Agent  in  behalf  of  the  ROK 
Governnent. 

LEE  concluded  the  inter'/iev.'  by  stating  that  he 
has  never  been  approached  by  any  p.enber  of  the  Korecji  CIA 
or'  the  Korecji  Consulate  to  conduct  harassment- t^^^e  tactics 
against  those  individurls  v;ho  oppose  the  Pari:  Regir.ie.  IZE 
stated  that  his  nain  purpose  for  cor.iing  to  the  United  States 
v;as  to  further  liis  education  and  he  intends  to  pursue  the 
natter  until  he  receives  his  graduate  degree. 
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82.  Incorporation  Papers  and  Statement  of  Purpose  of  American-Korean  Cul- 
tural Society,  dated  March  1976 

CERTIFICATE  OF  INCORPORATION 

Of 

AT^ERICAM-KOREAH  CULTURAL   SOCIETY,    INC. 

Uhder   §  401  of   the  NOT-FOR-PROFIT 
CORPORATION   LAW 

-  -   0 

The  undar signed  hereby  certify: 

1.  The  name  of  the  Corporation  is  AMERICAN-KOREAN 
CULTURAL  SOCIETY,  INC. 

2.  The  corporation  ia  a  corporation  as  defined  in 
subparagraph  (a)  (5)  of  §  102  of  the  Not-for-Profit  Corpo- 
ration Law  in  that  it  is  not  formed  for  pecuniary  profit 
or  fineuicial  gain,  and  no  part  of  the  assets,  income  or 
profit  of  the  corporation  ia  distributable  to#  or  inures 
to  the  benefit  of  its  members,  directors  or  officers  or 
any  private  person  except  to  the  extent  permissible  under 
the  Not-for-Profit  Corporation  Law. 

3.  The  purposes  for  which  the  corporation  is  formed 
arex 

(a)   To  stimulate,  develop,  promote  and  encour- 
age piiblic  in  tares  z  in  all  aspects  of  the  culture,  both 
ancient  and  conteroporcuy,  of  Korea  and,  more  particularly, 
in  the  fields  of  Kcraan  literature,  drama,  performing  arts, 
music,  dance,  painting,  sculpture,  graphic  arts,  society  . 
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and  social  practlcea,  history,  philosophy,  publishing, 
broadcasting,  and  related  activities. 

(b)  To  sponsor,  proioote,  undertake  and  arrzmge 
public  and  private  showings,  performances,  concerts,  lec- 
tures, and  publicity  for  the  foregoing  purposes,  and  to 
employ  and  to  pay  compensation  to  musicians,  dancers,  per- 
formers, conductors,  artists,  accompanists,  painters, 
authors,  lecturers  and  other  persons,  groups  and  organiza- 
tions with  respect  to  the  foregoing  purposes.  I 

(c)  To  encourage  and  to  arrange  exchange  visits 
by  Koreans  to  the  U.S.A.  and  visits  to  Korea  by  Americans 
who  are  artists,  educators,  media  representatives,  and 
others. 

(d)  To  encourage  and  support  Uhited  States  art- 
ists, students  and  educatovB  engaged  in  study,  research,  or 
develojxnent  of  Korean  arts  and  studies. 

(e)  TD  do  any  other  act  or  thing  incidental  to 
or  connected  with  the  foregoing  purposes  or  in  advancement 
thereof,  but  not  for  the  pecuniary  profit  or  financial  gain 
of  its  members,  directors,  or  officers,  except  sis  permitted 
under  Article  5  of  the  Not-for-Profit  Corporation  Law,  and 
except  that  reasonable  compensation  may  be  paid  for  services! 
rendered  to  or  for  the  corporation  affecting  one  or  mora 

of  its  purposes. 

4.  The  corporation  is  a  Type  B  corporation  under 
§  201  of  the  Not-for-profit  Corporation  Law. 
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5.  The  office  of  the  corporation  shall  be  located 
in  the  City,  Coxinty  and  State  of  New  York. 

6.  The  territory  in  which  the  corporation's  activ- 
ities are  principally  to  be  conducted  is  the  Uhited  States 
of  ;^erica. 


7.   The  names  and  addresses  of  the  initial  direct- 
ors cures 


Najae 
Kee  Hyung  Lee 

>k>rton  Zuckerman 

Jack  Saltz 

John  S.  Samuels  III 

Nasrollsth  S.  Fateni 

Ock  Kia 

Mario  di  Genova 

Tristan  £.  Beplat 


Address 

24  Doris  Drive 
Scarsdale,  N.Y.  10583 

75  East  End  Avenue 
New  York,  N.Y.  10028 

17  Willow  Lane 
Scarsdals,  N.Y.  10583 

960  Fifth  Avenue 
New  York>  N.Y.  10021 

47  Chestnut  Ridge  Road 
Saddle  River.  N.J.  07458 

43-16  Burling  Street 
Flushing,  N.Y.  11355 

565  Peuck  Avenue. 
New  York,  N.Y.  10021 

One  Haslet  Avenue 
Princeton,  N.J.  08540 


8.   The  post  office  address  to  which  the  Secretaury 
of  State  sh<ill  mail  a  copy  of  any  notice  required  by  law 
is  c/o  Dunn  &  Zuckerman,  P.C.,  17  Dattery  Place,  New  York, 
Hew  York  10004. 


9.   In  the  event  of  dissolution,  the  remaining  assets 
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and  property  of  the  corporation  after  necessary  expenses 
thereof  shall  be  diatributed  to  such  organizations  as  shall 
qualify  under  §  501(c)  (3)  of  the  IntemzQ.  Revenue  Code  of 
1954,  subject  to  an   order  of  a  Justice  of  the  Supreme  Court 
of  the  State  o£  Nev  YorX. 

10.  In  the  event  that  in  any  year  the  corporation 
shall  be  a  "private  foundation",  as  that  term  is  defined  in 
§  509  of  the  Internal  Revenue  Coda  of  1954,  as  amended, 

A.  The  corporation  shsill  distribute  its  income 
for  each  taxable  year  at  such  time  and  in 
such  manner  as  not  to  subject  it  to  tax 
under  §  4942  of  said  Code,   and 

B.  The  corporation  shall  not 

a.  engage  in  einy  act  of  self-healing  as 
defined  in  §  4941(d)  of  the  Code; 

b.  retain  any  excess  business  holdings  as 
defined  in  §  4943(c)  of  the  Code; 

c.  make  any  investments  in  such  manner  as 
to  subject  the  corporation  to  tax  under 
§  4944  of  the  Code;  or 

d.  make  any  tcocable  expenditures  as  de- 
fined in  §  4945(d)  of  the  Code. 

11.  Each  of  the  subscribers  hereto  is  of  the  age  of 
18  years  or  over. 

12.  Prior  to  the  delivery  of  this  Certificate  of 


I 
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Incorporation  to  the  Department  of  State  for  filing^  all 
approvals  or  consents  required  by  the  Hot^for-Profit  Cor- 
poration Law  or  by  any  other  statute  of  the  State  of  Mew 
York  will  be  endorsed  upon  or  annexed  hereto. 

in  WITTfESS  WHEREOF,  the  undersigned  incorporators, 
each  being  at  least  18  yaars  of  age,  have  mads,  subscribed 
emd  acknowledged  this  Certificate  this       day  of  March, 
1976. 


Kee  Uyung  Lee 


Morton  ZucXerman 


Jack  Salt2 


John  S.    Samuels   III 


Nasrollah  S.   Fatemi 


Cck  Kim 


M<ucio  di  Geneva 


Tristan  £.  Beplat 
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AMERICAN-KOREAN  CULTURAL  SOCIETY  (AKCS) 


PREAMBLE  ■../.;;'.■:. 

Despite  a  ceutory  o£  official  relationships  betwe«a  the  U.  S» 
and  Korea,  most  Americans  know  very  little  about  Korea.   AKCS 
proposes  to  convey  to  the  American  people  Korean  culttire  in  its 
broadest  sense,  that  is,  all  the  elements  in  Korean  traditions  and 
society  which  constitute  the  unique  character  of  the  people  and 
nation.  Among  those  elements  are  Korean  attitudes  and  practices 
with  respect  to  arts  and  crafts,  education,  philosophy,  religion, 
law,  government,  sport,  entertainment,  the  economy,  social 
relationships  and  behavior,  quality  of  life  and  national  aspdLrations. 
The  Society  hopes  thereby  to  promote  better  understanding  and 
closer  ties  between  the  two  peoples. 

I.   PURPOSES 

*  To  make  traditional  and  present-day  Korean  cultxire  and 
civilization  better  known  to  the  people  of  the  United  States; 

*  To  promote  greater  and  more  active  interest  in  Korean 
culture  and  civilization  on  the  part  of  Americans; 

*  To  encourage  visits  to  Korea  by  American  artists, 
educators,  media  representatives,  tourists,  war  veterans,  business- 
men and  government  officials; 

*  To  encourage  and  support  U.  S.  artists,  students  and 
educators  engaged  in  Korean  arts  and  studies;    '. 

*  To  cooperate  in  exchange  progreuns  and  other  cultural 
activities  with  the  American-Korean  Cultural  Society; 
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*    To  cooperate  with  American  and  other  organizations  in 
activities  promoting  Korean  culture. 

I I .  0RGANI2 ATTOW 

AKCS  will  be  headquartered  in  New  York  City.   Officers  eu^ 
directors  will  be  a  mix  of  Americans  emd  Koreans.   The  president 
will  be  American,  as  will  be  the  paid  executive  director.   Initially 
there  will  be  ten  directors  or  trustees,  with  provision  for  future 
expansion  to  thirty. 

With  the  New  York  headquarters  firmly  established  and  functioning 
chapters  will  be  established  in  other  U.  S.  cities.   Chapter  officers 
will  be  a  mix  of  Americans  and  Koreans,  if  available  and  willing  to 
serve.   Each  chapter,  with  the  aid  of  AKCS  in  New  York,  will  recruit 
active  members  from  its  own  geographical  region.   AKCS  will  recruit 
individual  and  organizational  members  throughout  the  United  States. 

The  AKCS  Board  of  Directors  will  meet  monthly  or  at  other 
regular  intervals  to  be  set  forth  in  the  by-laws. 

III.  ACTIVITES 


Examples  of  AKCS  activities  which  may  be  pursued  in  ccurrying 
out  the  Society's  purposes  include: 

*  Work  with  American,  Korean  and  other  groups,  institutions 
and  individuals  on  programs  designed  to  promote  Korean  cultural 
activities  in  the  U.  S.; 

*  Sponsor  progrcuns  of  Korean  performing  arts  for  U.  S. 
audiences,  and  permanent  traveling  exhibits  of  Korean  arts,  such 
as  painting,  sculpture,  metalwork,  calligraphy, -photography  and 
ceramics;' 
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*  Award  scholarships  and  grants  to  students,  educators  and 
eurtists  whose  work  stands  to  bring  worthwhile  Koreetn  cultural 
activities  to  the  favorable  attention  of  the  American,  people; 
develop,  or  sponsor  the  development  of,  classroom  aids  and  other- 
educational  materials  for  use  by  teachers  on  the  elementary, 
secondary  and  college  levels  in  teaching  students  about.  Korea. 

*  Sponsor  visits  to  Korea  by  American  artists,  scholcurs 
and  media  representatives  engaged  in  projects  designed  to  present 
Koreeui  culture  and  civilization  to  Americans  in  a  favorable  light? 

*  Arrange  interviews  for  American  scholars  and  media 
representatives  with  authoritative  spokesmen  on  all  facets  of 
Korean  culture  and  contemporary  life; 

*  Present  lectures,  seminars,  debates  and  similcu:  informa- 
tion programs  to  U.  S.  audiences;  ' 

*  Organize  festive  and  commemorative  ceremonies  to  mark 
significant  cultural  events,  such  as  library  or  museum  dedications, 
estaiblishment  of  AKCS  chapters  visits  by  outstanding  representatives 
of  the  arts  and  scholarship; 

*  Produce,  or  support  the  production  of .films,  slide 
presentations  and  literature  on  Korean  culture  for  0.  S.  audiences, 
including  the  television  audience; 

*  Act  as  a  clearinghouse  for  inquiries  from  Americans 
seeking  information  on  Korean  culture. 

IV.   FINANCING 
AKCS  will  be  financed  by  voluntary  contributions  from  American 
and  Korean  individuals,  business  firms  and  other' organizations. 
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Several  individuals  and  business  firms  in  the  U.  S.  have 
already  expressed  their  intention  to  provide  voluntary  financial 
contributions  for  the  start-up  phase  to  cover  expenses  for  such 
basic  requirements  as:   rent  ^uld  furnishings  for  the  New  York 
office;  salary  of  the  executive  director  and  secretary;  announce- 
ment and  recruitment  literatxire  costs;  and  miscellaneous  expenses. 

After  the  charter  has  been  approved  by  New  York.  State,  the 
officers  and  directors  elected,  and  the  headquarters  cmd  director 
in  place,  the  announcement  literature  will  be  mailed  to  selected 
individuals  and  organizations  throughout  the  D.  S-,  with  an. 
invitation  to  become  members  at  a  sliding  scale  of  fees:   a 
nominal  fee  for  individuals  and  progressively  higher  fees  for 
colleges,  libraries,  museums,  professional  societies,  foundations, 
corporations  and  trade  associations. 
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83.  Memorandum  from  R.  A.  Anderson  to  R.  W.  Baldwin  of  Gulf  Oil,  dated 

April  22,  1976 

,  (Emphasis   not   added   by   Subcoiranittee)        ~' 


R.  A.  Anderson 
Mr.  R.  W.  Baldwin 


AT   Pittsburgh 
AT   Houston 


April  22,  1976 


GULF  EMPLOYEE  ON  LEAVE  OF  ABSENCE 


In  September  1975,  VBBBlBBiBBB  was  granted  a  leave  of  absence  from 
Gulf,  without  pay,  in  order  to  direct  the  activities  of  the  American  Korean 
Cultural  Society,  Inc.  The  purpose  of  this  organization  is  to  develop,  encourage, 
and  promote  public  interest  in  all  aspects  of  Korean  culture  in  the  United  States. 
This  organization  comes  under  the  jurisdiction  of  Korea's  Ambassador  to  the  United 
States,  Ambassador  Han.  ^|^B^BB|  was  recommended  and  encouraged  to  a^f^nmr?  t-bi*; 

fosition  by  Mr.  Dorsey  and  Mr.  -Tamfx;  F  1,^0,  and  both  signed  the  above-mentioned 
eave  of  absence,  and  assuredJJj^M^pUP^  t\]^t  hp   wnnlrf  he.   reinstated  bv  Gulf  at 
the  end  ot  the  tive  year  period,  or  at  anv  time  he  would  terminate  his  association 
with  the  organization. 

In  a  recent  meeting  with  George  Thompson  in  New  York,  ^BBB  expressed  his 
growing  concern  that  the  aim  of  the  American  Korean  Cultural  Society  is  being 
diverted  from  its  stated  purpose  and  directed  more  and  more  toward  the  political 
aim  of  Ambassador  Han;  namely,  the  developing  of  a  positive  and  sympathetic  American 
opinion  of  President  Park  Chung  Hee's  regime.   If  this  diversion  continues,  it  would 
not  only  be  counter  to  the  American  Korean  Cultural  Society's  charter,  but  it  would 
be  in  violation  of  the  Certificate  of  Incorporation,  and  |BHB  would  feel  obligated 
to  immediately  terminate  his  association  with  the  AKCS. 

Mr.  Thompson  further  reports  that  IHHV  is  very  enthusiastic  about  this 
assignment,  the  goals  of  the  organization,  and  wants  to  make  a  success  of  this 
undertaking;  however,  because  of  Ambassador  Han's  political  aims,  he  fears  the 
real  purpose  of  this  Society  may  be  lost.  ^■■■B  purpose  for  meeting  with  George 
was  to  apprise  him  of  this  situation  and  to  receive  assurance  that  he  would  be  rein- 
stated immediately  by  Gulf  should  his  termination  with  the  Society  become  necessary. 

■■■IB  was  originally  employed  by  Gulf  in  1967  and  has  held  a  variety  of 
marketing  assignments.   Prior  to  joining  the  American  Korean  Cultural  Society,  he 
was  assigned  in  the  Tulsa  Marketing  Region. 

I  am  bringing  this  to  your  attention  now  because  if  WV  finds  it  necessary 
to  resign  from  the  AKCS,  the  commitment  of  Messrs.  Dorsey  and  James  E,  Lee  must  be 
honored.   Obviously,  in  such  event,  iBHHiHHHB  should  be  given  an  appropriate 
assignment  within  the  CORAM  marketing  organization. 


Md^ 


R.  A.  Anderson 


cc:  M.  P.  Breaux  -  Houston 
G.  K.  Thompson -New  York 
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84.  Applicability  of  U.S.  Laws  to  Activities  Described  in  1976  KCIA  Plan.  Pre- 
pared by  the  American  Law  Division  of  the  Congressional  Research  Service 
for  the  Subcommittee  on  International  Organizations,  January  18,  1977 


COi^FiDE^TiAI 


CG';r![ 


THE  LIBRARY  OF  CONGRESS 

Congressional  Research  Service 


WASHINGTON,  D.C.     20540 


January  18,  1977 


To: 


Subconnnlttee  on  International 
Organizations 

At ten:   Mr.  Howard  Anderson 


From: 


American  Law  Division 


Subject:   Applicability  of  U.S.  Laws  to  Activities  Described  In  1976 
KCIA  Plan 


Reference  Is  made  to  your  recent  Inquiry  requesting  Informa- 
tion on  the  above  matter.   Specifically,  you  ask  to  be  provided  with  - 

1)  An  analysis  of  the  applicability  of  present 
U.S.  laws  to  the  types  of  activities  described 
In  the  plan; 

2)  Materials  setting  forth  the  legislative 
history  of  the  Foreign  Agents  Registration 
Act; 

3)  An  analysis  of  the  enforcement  of  the  FARA; 
i.e.,  a  general  Idea  of  which  FARA  situations 
have  resulted  in  criminal  prosecutions,  which 
have  been  handled  civilly,  etc.; 

4)  An  analysis  of  U.S.  law  as  it  applies  to  our 
own  government;  specifically,  if  our  government 
is  prevented  by  our  own  laws  from  engaging  in 
the  kinds  of  activities  outlined  in  the  KCIA 
Plan. 
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CRS-2 

As  explained  during  our  telephone  discussions  on  the  subject 
of  your  request.   Information  on  Items  2  and  3  Is  contained  In  a  recent 
committee  print  entitled  The  Foreign  Agents  Registration  Act.  The 
print  In  question  was  prepared  for  the  Senate  Committee  on  Foreign  Rela- 
tions by  the  American  Law  Division  and  was  Issued  August,  1977.  Copies 
of  the  print  may  be  obtained  from  Mr.  David  Keaney  of  the  Foreign  Rela- 
tions Committee. 

The  outline  of  the  KCIA  Plan  which  you  submitted  for  an  analysis 
of  possible  violations  of  federal  law  covers  23  pages  and  outlines  more 
than  150  activities  apparently  Intended  to  counter  antl  ROK  sentiment 
In  Congress,  the  Executive  Branch,  academic  and  religious  circles,  and 
Korean  groups  In  this  country,  and  to  oppose  North  Korean  activities  In 
the  United  States.  The  plan  Is  set  out  In  outline  form  and  the  wording  Is, 
for, the  most  part,  vague  and  ambiguous,  e.g.,  "manipulate",  "co-opt", 
etc.  Although  some  of  the  plan's  various  features  suggest  questionable 
activities,  the  only  seemingly  clear  violations  of  federal  law  are  raised 
by  activities  which  call  for  contributions  of  money  to  political  campaigns i 
payment  of  money  to  Influence  the  performance  of  official  duties  and  the 
like. 

In  the  main,  however,  the  plan's  features  are  Insufficiently 
described  and  difficult  to  Interpret.  Accordingly,  we  shall  confine 
our  analysis  to  federal  laws  which  may  have  a  bearing  on  the  suggested 
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KCIA  activity.  Whether  in  point  of  fact,  the  hereinafter  mentioned  laws 
would  have  been  violated  if  the  plan  had  been  executed,  involves  a  judg- 
ment that  cannot  be  made  on  the  basis  of  the  mentioned  materials. 

1.   As  in  past  memoranda  on  this  and  related  subjects  prepared 
for  your  subcommittee,  the  Foreign  Agents  Registration  Act  of  1938,  as 
amended,  22  U.S.C.  611-621,  must  be  deemed  of  central  importance  to  the 
domestic  activities  of  the  KCIA.   The  FARA  requires  persons  and  organi- 
zations engaging  in  political  activities  in  the  United  States  as  agents 
of  foreign  principals  to  register  with  the  government.   The  term  "politi- 
cal activities"  is  defined  as  the  dissemination  of  political  propaganda 
and  any  other  activity  which  the  person  believes  "will  . . .  prevail  upon, 
indoctrinate,  convert,  induce,  persuade,  or  in  any  other  way  influence 
any  agency  or  public  official  of  the  Government  ...  or  any  section 
of  the  [American]  public  .  .  .  with  reference  to  .  .  .  the  domestic  or 
foreign  policies  of  the  United  States  or  with  reference  to  the  political 
or  public  interests  .  .  .  of  a  foreign  country  or  of  a  foreign  political 
party." 

A  "foreign  principal"  is  defined  as  a  foreign  government,  a 
foreign  political  party,  and  person  outside  of  the  United  States;  and 
an  organization  having  its  principal  place  of  business  in  a  foreign 
country. 
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An  "agent  of  a  foreign  principal"  is  broadly  defined  as  any 
person  who  acts  as  an  agent  for  or  who  acts  under  the  direction  or  con- 
trol of  a  foreign  principal,  either  directly  or  indirecly,  and  who  — 

(1)  Engages  within  the  United  States  in 
political  activities  for  or  in  the 
interests  of  such  foreign  principal; 

(2)  Acts  within  the  United  States  as  a 
public  relations  counsel,  publicity 
agent,  information-service  employee  or 
political  consultant  or  in  the  interests 
of  such  foreign  principal; 

(3)  Within  the  United  States,  solicits, 
collects,  disburses,  or  dispenses  con- 
tributions, loans,  money,  or  other 
things  of  value  for  or  in  the  interest 
of  such  foreign  principal;  or 

(4)  Within  the  United  States  represents 
the  interest  of  such  foreign  principal 
before  any  agency  or  official  of  the 
United  States. 

Although  the  FARA  imposes  severe  criminal  penalties  for  vio- 
lating its  provisions,  the  purpose  of  the  Act  is  disclosure  of  persons 
and  activities  intended  to  influence  governmental  actions.  The  heart 
of  the  Act  is  the  registration  section.   It  provides  that  no  person  shall 
act  as  an  agent  of  a  foreign  principal  unless  he  has  filed  a  registration 
statement  with  the  Attorney  General.   It  further  requires  that  every 
person  who  is  an  agent  of  a  foreign  principal  file  a  registration  state- 
ment with  the  Attorney  General. 
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The  Act  and  implementing  regulations  (28  CFR  Part  5)  require 
a  foreign  agent  to  file  with  the  Department  an  initial  registration 
statement  together  with  required  exhibits,  within  ten  days  after  the 
agency  relationship  is  established  but  before  the  agent  acts.   There- 
after, for  as  long  as  the  relationship  continues,  the  agent  is  required 
to  file  supplemental  statements  within  thirty  days  after  the  close  of 
each  six  month  period.   Similarly,  within  ten  days  after  the  relationship 
is  established,  a  short  form  registration  statement  must  be  filed  by  each 
partner,  officer,  director,  associate,  employee,  and  agent  of  the 
registrant  who  engages  directly  in  furthering  the  interest  of  the 
registrant's  principal.   Finally,  the  agent  must  file  a  final  state- 
ment of  activities  within  30  days  after  the  agent-principal  relationship 
Is  terminated. 

The  contents  of  the  statement  as  prescribed  by  the  Act  and 
regulations  require  a  detailed  report  of  all  information  needed  to  make 
disclosure  meaningful. 

The  Act  further  requires  each  and  every  registrant  to  file 
copies  of  political  propaganda  within  forty-eight  hours  of  its  dis- 
semination.  The  propaganda  materials  must  be  accompanied  by  a  dis- 
semination report  which  details  the  places,  times,  and  extent  of  its 
dissemination.   The  material  must  also  be  conspicuously  labeled  or 
marked  with  an  accurate  statement  — 


497 


CRS-6 


setting  forth  the  relationship  between 
the  person  transmitting  the  political 
propaganda  or  causing  it  to  be  trans- 
mitted and  such  propaganda;  that  the 
person  transmitting  such  political  propa- 
ganda or  causing  it  to  be  transmitted  is 
registered  under  this  subchapter  with  the 
Department  of  Justice,  .  .  .  as  an  agent 
of  a  foreign  principal,  together  with  the 
name  and  address  of  such  agent  of  a 
foreign  principal  and  of  such  foreign 
principal;  that,  .  .  .  his  registration 
statement  is  available  for  inspection  at 
and  copies  of  such  political  propaganda 
are  being  filed  by  the  Department  .  .  . ; 
and  that  registration  of  agents  of  foreign 
principals  .  .  .  does  not  Indicate  approval 
by  the  United  States  Government  of  the  con- 
tents of  their  political  propaganda. 

The  Act  expressly  prohibits  the  dissemination  of  political 
propaganda  "to  any  agency  or  official  of  the  Government  (including  a 
Member  or  committee  of  either  House  of  Congress)"  unless  accomplanled 
by  a  statement  clearly  indicating  that  the  person  transmitting  it  is 
a  registered  foreign  agent. 

The  Act  requires  that  when  an  agent  appears  before  a  con- 
gressional committee  for  or  in  the  Interest  of  his  foreign  principal, 
he  must  file  a  copy  of  his  most  recent  registration  statement  as  part 
of  his  testimony. 

Enforcement  of  the  Act  is  by  both  criminal  penalties  and 
injunction.   A  person  who  is  convicted  of  willfully  violating  the  Act 
may  be  fined  up  to  $10,000  or  imprisoned  up  to  five  years,  or  both. 
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Similar  penalties  are  authorized  in  the  case  of  willful  false  statements 
and  willful  omissions  of  material  facts  on  registration  statements  and 
other  submissions  which  are  required  to  be  filed  by  the  Act.  Violations 
of  the  propaganda  filing  and  labeling  provisions,  the  prohibition  against 
contingent  fee  contracts,  and  excessive  delay  —  beyond  ten  days  —  in 
responding  to  a  deficiency  notice  are  misdemeanors  punishable  by  up  to 
$5,000  fine  or  six  months  imprisonment  or  both. 

In  addition  to  criminal  penalties,  the  Act  authorizes  the 
Attorney  General  to  bring  injunctive  proceedings  to  compel  compliance 
with  the  Act  and  its  implementing  regulations. 

2.   The  domestic  counterpart  of  the  FARA  is  the  Federal  Regu- 
lation of  Lobbying  Act  of  19A6,  2  U.S.C.  261  -  270.   The  latter  requires 
the  keeping  of  financial  accounts  and  the  filing  of  financial  statements 
with  the  Clerk  of  the  House  of  Representatives  by  persons  who  receive 
or  solicit  funds  to  be  used  "principally  to  aid,  or  the  principal  pur- 
pose of  which  person[s]  is  to  aid,  in  the  accomplishment  of  .  .  .  (a) 
the  passage  or  defeat  of  any  legislation  .  .  .  [or]  (b)  to  influence, 
directly  or  indirectly,  the  passage  or  defeat  of  any  legislation  by 
the  Congress  of  the  United  States."  In  addition,  persons  "who  shall 
engage  [themselves]  for  pay  or  for  any  consideration  for  the  purpose 
of  attempting  to  influence  the  passage  or  defeat  of  any  legislation"  must 
register  with  the  Clerk  of  the  House  and  the  Secretary  of  the  Senate 
before  engaging  in  such  activities. 
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The  Act  authorizes  substantial  penalties,  both  imprisonment 
and  monetary  fines,  alternatively  or  in  combination,  and,  prohibits 
any  person  who  is  convicted  from  engaging  in  lobbying  for  three  years 
following  such  conviction.   Even  more  severe  penalties  are  authorized 
for  violating  the  latter  restriction. 

As  noted,  the  Act  is  primarily  concerned  with  the  activities 
of  domestic  persons  who  engage  in  lobbying.   It  should  be  noted,  however, 
that  if  a  foreign  agent  lobbies  before  Congress,  he  must  register  under 
both  the  FARA  and  the  1946  Act. 

3. (a)  The  Congress  has  enacted  a  number  of  other  statutory 
restrictions  on  the  activities  of  foreign  agents.  For  example,  it  is 
a  crime  for  a  person,  other  than  a  diplomatic  or  consular  official  or 
attache,  to  act  in  the  United  States  as  an  agent  of  a  foreign  govern- 
ment without  prior  notification  to  the  Secretary  of  State;  18  U.S.C. 
951.  The  law  authorizes  10  years  imprisonment  or  $5,000  fine,  or  both, 
for  violating  its  provisions. 

Both  the  FARA  and  18  U.S.C.  951  apply  to  agents  of  foreign 
governments,  but  the  former  also  applies  to  agents  of  nongovernmental 
foreign  principles.   Section  951  does  not  define  the  activity  which 
requires  registration  but  the  cases  "assume  that  it  means  one  who  acts 
directly  or  indirectly  for  the  benefit  of  a  foreign  government."  United 
States  V.  Butenko ,  384  F.2d  554,  556  (3rd  Cir.  1967). 
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"It  is  unclear  whether  18  U.S.C.  §951 
Is  Intended  to  cover  more  persons  than  22 
U.S.C.  §611  et  seq.   It  Is  clear  they  pre- 
sently overlap  except  with  respect  to  the 
Identity  of  the  official  with  whom  they  must 
register.   It  is  also  clear  that  18  U.S.C. 
§951  —  an  offense,  on  its  face,  basically 
prophylactic  —  is  used  to  subject  defendants 
to  possible  10-year  terms  when  the  proof  falls 
short  of  that  required  for  espionage."   1 
Working  Papers  of  the  National  Commission  on 
Reform  of  Federal  Criminal  Laws  A98  (1970). 

b.   It  is  a  crime,  subject  to  severe  criminal  sanctions,  for 

any  Federal  or  District  of  Columbia  official  or  employee  either  to  be 

or  to  act  as  an  agent  of  a  foreign  principal  required  to  register  under 

the  FARA.   18  U.S.C.  219. 

Officers  and  employees  of  the  U.S. 
Government  are  prohibited  from  acting  as 
agents  of  foreign  principals.   Contract 
or  part-time  employees  of  the  Federal 
Governaetit  may  act  as  agents  of  foreign 
principals  if  the  head  of  the  employing 
agency  certifies  that  such  employment  is 
in  the  national  interest  and  a  copy  of  the 
certification  is  placed  in  the  public  file 
of  the  agent  maintained  by  the  Department 
of  Justice. 


The  .  .  .  section  .  .  .  make[s]  it  a 
felony  for  any  agent  of  a  foreign  principle 
required  to  register  under  the  Foreign  Agents 
Registration  Act  of  1938  to  act  as  an  officer 
or  employee  of  the  U.S.  Government  or  any 
agency  thereof. 


The  section  would  except  from  its  pro- 
hibition any  agent  whose  emplo3nnent  was 
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certified  as  required  in  the  national 
interest  by  the  head  of  the  employing 
agency.  Any  such  certificate  would  be 
made  a  part  of  the  public  records  relating 
to  the  agent  on  file  with  the  Department 
of  Justice.  H.  Rept.  No.  1470,  89th  Cong., 
2d  Sess.  1966  U.S.  Code  Cong.  &  Adm.  News 
2397,  2399,  2411. 

c.  The  Federal  Election  Campaign  Act  of  1971,  as  amended, 
2  U.S.C.  441(e),  (j),  prohibits  political  contributions  by,  and  the 
receipt  of  political  contributions  from,  a  foreign  national.  The  term 
"foreign  national"  is  defined  by  the  law  to  mean  a  foreign  principal, 
incorporating  by  reference  the  Foreign  Agents  Registration  Act's  defini- 
tion of  the  term,  and  "an  individual  who  is  not  a  citizen  of  the  United 
St&tes  and  who  is  not  lawfully  admitted  for  permanent  residence  .  .  .  ." 

The  penalty  for  violation  of  this  provision  is  a  fine  of  $25,000 
or  300  percent  of  the  Illegal  contribution  or  1  year  imprisonment,  or 
both.   The  penalty  provision  of  the  law  applies,  however,  to  contributions 
which  aggregate  more  than  $1,000. 

d.  Under  50  U.S.C.  851-857,  registration  with  the  Attorney 
General  of  persons  trained  in  foreign  espionage  and  sabotage  systems  is 
required.  Wllfull  violation  of  the  law,  including  false  statements  and 
omission  of  material  facts,  is  punishable  by  five  years'  imprisonment 
and  a  fine  of  $10,000.  Additionally,  aliens  who  are  convicted  of  vio- 
lating the  law  are  subject  to  deportation. 


35-283  0  .  76  .  33 
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4.   Official  bribery  is  presently  punishable  under  18  U.S.C. 
201.   The  law  applies  to  elected  or  appointed  officers  and  employees  of 
the  federal  government.   It  prohibits  anyone  from  offering  or  promising 
anything  of  value  to  a  public  official  with  intent  to  Influence  any 
official  act  or  to  Induce  the  official  to  do  or  to  omit  to  do  any  act 
in  violation  of  his  lawful  duties.   §201(b)   It  also  prohibits  offering 
or  giving  anything  of  value  to  a  public  official  for  performing  an 
official  act.   5201(f) 

The  former  is  punishable  by  a  maximum  fine  of  $20,000  or  three 
times  the  monetary  equivalent  of  the  thing  of  value,  or  imprisonment  for 
up  to  fifteen  years,  or  both.   In  addition,  a  person  who  is  convicted 
under  that  portion  of  the  law  is  disqualified  from  holding  "any  office 
of  honor,  trust,  or  profit  under  the  United  States."  A  violation  of  the 
latter  may  be  punished  by  a  $10,000  fine,  or  two  years'  imprisonment, 
or  both. 

The  foregoing  provisions  of  federal  law  appear  to  be  suggested  by 
the  general  outline  of  the  KCIA  Plan  which  accompanied  your  request.   Of 
course,  certain  allied  or  ancillary  criminal  legal  safeguards  may  also 
come  into  play,  e.g.,  conspiracy.   The  present  general  federal  conspiracy 
statute  prohibits  not  only  conspiracy  to  commit  a  crime,  but  any  "offense 
against  the  United  States,  or  to  defraud  the  United  States,  or  any 
agency  thereof  in  any  manner  or  for  any  purpose.   Exept  where  the 
object  of  the  conspiracy  is  to  commit  a  misdemeanor  —  in  which 
case  the  misdemeanor  penalty  applies  —  violations 
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of  the  general  conspiracy  statute  may  be  punished  by  five  years  imprison- 
ment and  a  $10,000  fine,  or  both. 

The  manner  in  which  some  of  the  features  of  the  plan  were  to 
be  carried  out  could  give  rise  to  other  criminal  violations.   For  example, 
use  of  the  mails  to  make  some  or  all  of  the  indicated  payments  may  consti- 
tute mail  fraud  violations,  18  U.S.C.  1341.   The  law  provides,  in  pertinent 
part,  that  "Whoever,  having  devised  or  intending  to  devise  any  scheme  or 
artifice  to  defraud,  .  .  .  for  the  purpose  of  executing  such  scheme  or 
artifice  or  attempting  to  do  so,  places  in  any  post  office  or  authorized 
depository  for  mail  matter,  any  matter  or  thing  whatever  to  be  sent  or 
delivered  by  the  Postal  Service,  or  takes  or  receives  therefrom  any  such 
matter  or  thing,  or  knowingly  causes  to  be  delivered  by  mail  according 
to  the  direction  thereon,  or  at  the  place  at  which  it  is  directed  to  be 
delivered  by  the  person  to  whom  it  is  addressed,  any  such  matter  or 
thing,  shall  be  fined  not  more  than  $1,000  or  imprisoned  not  more  than 
five  years,  or  both." 

The  courts  have  interpreted  the  language  of  section  1341 
"broadly  and  liberally  ...  to  further  the  purpose  of  the  statute; 
namely,  to  prohibit  the  misuse  of  the  mails  to  further  fraudulent  enter- 
prises." United  States  v.  States,  488  F.2d  761,  764  (8th  Clr.  1973). 

The  contemplated  funneling  of  money  &r  influencing  the  per- 
formance of  official  duties  may  indicate  a  pattern  of  activities  covered 
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by  the  anti-racketeering  provisions  of  federal  laws. 18  U.S.C.  1952 
provides,  in  relevant  part,  that  "Whoever  travels  in  interstate  or 
foreign  conmerce  or  uses  any  facility  in  interstate  or  foreign  com- 
merce, including  the  mail,  with  intent  to  —  .  .  .  (3)  otherwise 
promote,  manage,  establish,  carry  on,  or  facilitate  the  promotion, 
management,  establishment,  or  carrying  on,  of  any  unlawful  activity, 
and  thereafter  performs  or  attempts  to  perform  any  of  the  acts  speci- 
fied in  subparagraph  [  ]  .  .  .  (3),  shall  be  fined  not  more  than 
$10,000  or  imprisoned  for  not  more  than  five  years,  or  both".  The 
term  "unlawful  activity"  is  defined  to  include,  among  other  things, 
".  .  .  bribery  ...  in  violation  ...  of  the  laws  of  the  United 
States. 

The  courts  have  held  that  the  anti  racketeering  provision 
are  not  limited  to  the  activities  of  organized  crime. 

With  regard  to  their  second  contention, 
defendants  urge  that  §1952  was  intended 
exclusively  to  curtail  the  unlawful  activi- 
ties of  organized  crime;  here,  they  claim, 
no  connection  between  the  defendants  and 
organized  crime  has  been  alleged.  This 
argument  is  without  merit.  Even  assuming 
that  §1952  was  aimed  at  organized  criminal 
activity,  if  Congress  had  intended  the 
statute  to  apply  only  to  organized  crime, 
it  would  of  necessity  have  included  a 
definition  of  "organized  crime"  in  the 
statute;  otherwise,  courts  would  be  faced 
with  the  insurmountable  task  of  determining 
exactly  to  whom  the  statute  applies.  This 
Court  looks  in  vain  for  such  a  definition. 
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Even  in  Revls  v.  United  States.  401  U.S. 
808  .  .  .  (1971) ,  a  case  heavily  relied 
on  by  the  defendants,  the  Supreme  Court 
stated  "that  §1952  was  aimed  primarily 
at  organized  crime."   (Emphasis  added.) 
Case  law  reveals  many  instances  in  which 
individuals  have  been  convicted  under 
the  Travel  Act  for  bribery  and  extortion 
offenses  who  hawe  absolutely  no  relation- 
ship to  organized  crime.   See,  e.g.. 
United  States  v.  Pordum.  451  F.2d  1015 
(2d  Cir.  1971),  cert,  denied,  405  U.S. 
998  ..  .  (1972);  United  States  v.  Mahler, 
supra,  442  F.2d  1172.   Indeed,  even  in 
prosecutions  under  §1952(b)(l),  in  which 
a  "business  enterprise"  must  be  shown, 
there  is  no  necessity  to  prove  that  a 
defendant  was  associated  with  an  organized 
crime  syndicate;  a  continuous  course  of 
conduct  by  a  petty  hoodlum  acting  alone 
is  sufficient.   Spinelli  v.  United  States. 
382  F.2d  871,  889-890  (8th  Cir.  1967) (en 
banc),  rev'd  on  other  grounds,  393  U.S. 
410,  .  .  .  (1969).  United  States  v. 
Archer,  355  F.  Supp.  981,  985-986  (S.D. 
N.Y.  1972). 

The  KCIA  Plan  contains  several  references  to  infiltrating 

various  governmental  agencies,  but  save  in  one  Instance  the  object  of 

these  activities  seems  to  have  been  to  promote  pro-ROK  sentiment  and 

counter  anti-ROK  Influences,  not  to  steal  state  secrets.  Accordingly, 

the  espionage  provisions  of  the  federal  code  seem  largely  Irrelevant, 

18  U.S.C.  797-799.  The  sole  exception  is  the  plan's  reference  to 

"infiltratlon"of  the  Joint  Chiefs  of  Staff  "to  collect  U.S.  Far  Eastern 

military  strategy." 
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The  heart  of  the  espionage  provisions  are  contained  in  sections 
793  and  794.   The  former  proscribes  six  activities,  plus  conspiracy  and 
attempts,  relating  to  gathering,  transmitting  or  losing  defense  informa- 
tion.  Subsection  (a)  and  (b)  prohibit  entering  a  specified  defense  - 
connected  installation  or  obtaining  or  copying  a  document  connected  with 
national  defense  for  the  purpose  of  obtaining  information  respecting  the 
national  defense  with  Intent  or  reason  to  believe  that  the  information 
is  to  be  used  to  the  Injury  of  the  United  States,  or  to  the  advantage 
of  a  foreign  nation.   Subsections  (c) ,  (d) ,  and  (e)  make  criminal  receipt 
of  material  knowing  that  it  has  been  obtained  in  violation  of  other 
espionage  provisions,  communication  of  defense  related  material  or  infor- 
mation to  any  person  not  entitled  to  receive  it,  and  retention  of  such 
Information.   The  latter  two  subsections  proscribe  willful  conduct  while 
the  first  seems  to  prohibit  any  receipt  of  defense  material  by  any  person 
who  knows  or  has  a  reason  to  believe  that  it  has  been  obtained  in  viola- 
tion of  the  espionage  provisions.   Subsection  (f)  punishes  gross  negli- 
gence which  results  in  the  compromise  of  sensitive  documents  or  informa- 
tion. 

Generally,  section  794  proscribes  the  delivery  of  defense 
information  to  foreigners.   Subsection  (a)  punishes  actual  or  attempted 
communication  to  a  foreign  agent  of  any  document  or  information  "relating 
to  the  national  defense,"  if  the  communication  is  "with  intent"  or  rea- 
son to  believe  that  it  is  to  be  used  to  the  injury  of  the  United  States 
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or  to  the  advantage  of  a  foreign  nation.   Subsection  (b) ,  which  applies 
only  "in  time  of  war,"  also  deals  with  the  transfer  of  information  to 
foreigners  and  prohibits,  collecting,  recording,  publishing,  or  com- 
municating information  about  troop  movements  and  military  plans  "with 
intent  that  the  same  shall  be  communicated  to  the  enemy." 

Equally  criminal  under  both  sections  is  conspiracy  and  attempt 
to  do  any  of  the  above  described  activities.   See,  also,  793(g)  and 
793(c). 

A  conviction  of  transmitting  national  defense  information 
to  a  foreign  nation  in  violation  of  section  794  carries  a  possible 
death  penalty  or  an  alternative  maximum  life  sentence.  The  penalty 
authorized  for  conviction  of  a  violation  of  section  793  is  a  prison 
term  up  to  10  years  or  a  fine  up  to  $10,000  or  both. 

With  respect  to  the  fourth  item  of  your  request,  we  are  not 
aware  of  any  federal  laws  which  specifically  deal  with  similar  activi- 
ties when  performed  by  U.S.  officials.  Ordinarily,  they  would  be 
amenable  to  the  laws  of  the  jurisdiction  where  the  activities  were 
conducted,  if  apprehended.  Of  course,  the  absence  of  relevant  federal 
statutes  does  not  import  that  these  and  similar  actions  are  authorized 
or  valid.  Offices  are  creatures  of  statutes,  and  the  power  associated 
therewith  is  dependent  upon  statutes  so  that  officeholders  must  find 
within  the  statute  warrant  for  the  exercise  of  any  authority  which  they 
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claim.   1  Am.  Jur.  2d  "Administrative  Law"  §70.   Accordingly,  unauthorized 
activity  by  officials  may  ordinarily  be  proceded  against  in  civil  actions 
to  enjoin  such  activities  or  administratively  in  the  form  of  personnel 
actions.   However,  in  the  absence  of  an  express  penal  sanction  applicable 
to  such  activities  outside  the  jurisdiction  of  the  United  States,  such 
persons  may  not  be  criminally  prosecuted. 

Insofar  as  federal  criminal  jurisdiction  is  concerned,  the 
Supreme  Court  has  stated  that  "[a]lthough  the  constitution  contains  no 
grant,  general  or  specific,  to  Congress  of  the  power  to  provide  for  the 
punishment  of  crimes,  except  piracies  and  felonies  on  the  high  seas, 
offenses  against  the  laws  of  nations,  and  counterfeiting  of  securities 
and  current  coin  of  the  United  States,  no  one  doubts  the  power  of  Con- 
gress to  provide  for  the  punishment  of  all  crimes  and  offenses  against 
the  United  States."  Logan  v.  United  States.  144  U.S.  263,  283  (1892). 
The  congressional  power  to  create,  define,  and  punish  crimes  and 
offenses  whenever  deemed  necessary  to  effectuate  the  objects  of  the 
National  Government  derives  from  the  Necessary  and  Proper  Clause.   U.S. 
Const.,  Art.  I,  sec.  18.   United  States  v.  Fox,  95  U.S.  670  (1878); 
United  States  v.  Hall,  98  U.S.  343  (1879).   That  Americans  under  a 
properly  drawn  statute  can  be  punished  for  crimes  committed  outside  the 
jurisdiction  of  the  United  States  is  clear.   See  P.L.  95-213,  Foreign 
Corrupt  Practices  Act  re.  bribery  of  foreign  officials  by  domestic 
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concerns..   See,  also,  Toth  v.  Quarles,  350  U.S.  11  (1955);  Reid  v. 
Covert,  354  U.S.  1  (1957);  Kensella  v.  United  States  ex  rel  Singleton, 
361  U.S.  234  (1960);  Gresham  v.  Hagan,  361  U.S.  278  {;W60) . 


aond  J.  Celada 
Lor  Specialist  in 
American  Public  Law 


510 


85.  1976  KCIA  Plan  for  Operations  in  the  United  States,  Korean  language  docu- 
ment and  English  translation 

1976  Plan  for  Operations  in  the  United  States 

(Korean  Language) 

« 

Note  on  the  preparation  of  the  Plan  for  public  release: 

In  order  to  protect  the  privacy  of  individuals  and  to  facilitate  the 
continuing  investigation,  the  names  of  all  individuals  and  most  organ- 
izations have  been  removed  from  this  copy  of  the  Plan. 
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1976  Plax  for  Operations  in  the  United  States 

(English  Translation) 

Note  on  the  preparation  of  the  Plan  for  public  release: 

In  order  to  protect  the  privacy  of  individuals  and  to  facilitate  the 
continuing  investigation,  the  names  of  all  individuals  and  most  organ- 
izations have  been  removed  from  this  version  of  the  Plan.  The  names 
of  individuals  have  been  replaced  by  letters  typed  in  cursive  script. 
These  letters  were  assigned  in  the  order  in  which  the  names  occurred 
in  the  Plan  and  bear  no  other  relationship  to  those  names. 

When  an  individual's  name  appears  more  than  once,  the  same  letter  or 
group  of  letters  is  used  each  time  the  name  appears,  which  explains 
the  occasional  repetition  of  a  letter  out  of  alphabetical  order.  After 
the  entire  alphabet  was  used  the  process  was  begun  again,  using  double 
letters  --  AA  to  ZZ.  After  the  double  letters  were  exhausted,  the  pro- 
cess was  begun  a  third  time,  using  AB,  AC,  AD  to  AZ. 

The  names  of  most  organizations  and  some  positions  have  been  deleted 
or  characterized  in  general  terms  when  necessary  to  prevent  unwarranted 
intrusions  into  the  privacy  of  such  groups,  or  to  prevent  the  identifi- 
cation of  individuals  whose  names  have  been  deleted.  All  editorial 
changes  made  in  the  translated  text  in  the  course  of  preparing  it  for 
release  are  indicated  in  cursive  script. 
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1976  Plan  for  Operations  In  the  United  States 


Reported  co: 

Director  12/15/75 

Astlttent  Deputy  Director  12/11/75 


Operational  Objectives 

1.  Blocking  the  Northern  Puppet's  attempts  at  direct  contact  with  the  US 
and  frustrating  attempts  to  increase  pro-North  influence  in  America. 

2.  Strengthening  the  execution  of  the  US  security  commitment  to  the  ROK 
and  ROK-US  ties. 

3.  Frustration  and  disruption  of  the  Northern  Puppet's  infiltration  of 
Korean  residents  in  the  US. 

Operational  Guidelines 

1.  Operations  against  the  North 

*  Frustrate  the  Northern  Puppet  infiltration  of  US  Government 
organs. 

*  Frustrate  the  Northern  Puppet's  illicit  connections  with  American 
left-wing  forces  and  attempts  to  organize  an  international  united 
front  for  the  purpose  of  isolating  the  ROK. 

*  Early  detection  and  disruption  of  the  Northern  Puppet  operations 
network  which  has  infiltrated  the  US  Government  and  people  and 
the  Korean  resident  community. 

2.  Operations  Relating  to  the  US 

*  Guarantee  the  efficacy  of  the  US  public  promise  to  defend  the  ROK, 

*  Organize  forces  supporting  the  ROK  in  all  circles  In  the  US  and 
transform  anti-ROK  public  opinion. 

*  Strengthen  the  structure  of  ROK-US  mutual  cooperation. 

3.  Operations  Relating  to  Korean  Residents  • 

*  Absolutely  prevent  the  2nd  chosorenlzation*  of  Korean  residents 
in  the  US. 

*  Co-opt  and  disrupt  core  elements  of  anti -government  and  pro-North 
forces, 

*  Strengthen  forces  which  positively  support  the  Yushin  System. 


*Chosoren  is  the  name  of  the  large,  well -organized  and  powerful  pro-North 
Korean  residents'  association  in  Japan. 
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THE    STATE    OF    INFILTRATION    OF    KOREAN    RESIDENTS    IN    THE    U.S. 
BY    THE    NORTHERN    PUPPETS 


Antl-govemaent  Residents' 
Org«nir«tlon« 


Pro-Hortb  Organizations  in 
the  D.   S.       


Northern  Puppets 
Pyongyang 


Our  Operative 


In  the  process  of 

implanting 

operatives 


boo  o 


06000 


THE  2nd  CHOSORENIZATIOW  OF  THE 
KOREAN  RESIDENTS  IN  THE  U.  S. 


IV.  Economic  Relations 


A.  General 


86.  Letter  from  U.S.  Ambassaor  Winthrop  G.  Brown  to  Lee  Tong  Won,  Minister 
of  Foreign  Aflfairs,  Republic  of  Korea,  dated  March  4, 1966 

Skx)UI^  Konr.A,  March  4,  J9G6. 
His  Excellency  I.r.K  TOno  Won, 
Minister  of  Forcipn  Affairs,  JlcpuhHc  of  Jvorcn,  Seoul. 

ICxcKi.Lr.NOY :  Yo»>r  ICxccllenr.v  lin»  ndvlsod  inc  thnt  the  Government  of  llie 
itcpiiblic  of  Koron  h.-is  rcroivc<l  n  rcnncst  from  tlip  Govcrnnicnt  of  the  Republic 
of  Vietnam  for  (lcj»loynjcnt  tii  flic  Iteiinbllc  of  Vietnnm  of  niUlltional  Korean 
combat  troops.  Your  ICxcellenry  bns  fnrtbcr  stnted  tbnt  jour  liovernment  hn» 
decided  to  provide  the  rrquvstcd  nR«»lRt.nnrc  to  Ibc  Govenunent  of  tbc  Repiddlc 
of  Vietnam  in  the  furin  of  ii  recimental  combat  team  to  nrrivc  In  April  and  n 
division  force  to  bocin  to  arrive  in  .7nly,  subject  to  approval  of  the  National 
AKsembly  in  fninUmenL  of  fbc  eonfc«lilutlonnl  proccpscs  of  the  Republic  of  Korea. 
I  hove  noted  your  explanation  tliat  the  declNloii  of  the  Republic  of  Korea  waw 
taken  bocauf^e  tbc  Covernmrnt  of  the  Rejiubllc  of  Korea  rcgnrdR  the  front  In 
Vlrinam  nn  n  second  front  for  the  Republic  of  Koren,  directly  linked  to  Korea's 
security. 

My  Government  wnnnly  welcomes  this  decision  by  your  Government  to  nujr- 
ment  its  already  hijrhly  crfertlvc  contribiitlon  lo  the  Free  World  forces  fljrhtinjr 
In  Vietnam.  I  am  authorized  to  wiy  thnt  In  tIcw  of  our  common  Interest  In 
the  security  ond  progress  of  the  Republic  of  Korea,  tlio  United  Stntes  Is  prri>nrrd 
t''  take  the  fo'lowin;:  rocofsnrcs  to  see  to  it  tlml  the'  intcirriiy  of  ivorea  n  »h'fiti.'^ 
is  nuilhlnjneu  and  strengthcneu  and  that  Korea's  ccououjIc  propress  is  further 
promoted. 

A.    MIMTAUY   ABHISTANCR 

1.  To  provide  over  the  next  few  years  substnntinl  itenis  of  equipment  for  the 
modernl7.ation  of  Republic  of  Korea  forces  In  Korea. 

2.  To  equjp  as  neoessary,  and  fliuince  pH  additional  won  costs  of,  the  additional 
forces  deployed  to  the  Republic  of  Vietnam. 

3.  To  equip,  provide  for  the  tmiuinc  and  finnnce  complete  replacement  of  the 
additional  forces  deployed  to  Ibe  Republic  of  Vietnam. 

4.  To  contribute  !«»  nilinjr  the  rrquirenienl.*  determined  by  our  two  Govern- 
ments to  be  necessary,  f(»lb»uinu  rnnipletlon  of  n  joint  United  Stnles-Republic  of 
Korea  study,  for  the  improvement  of  the  Republic  of  Korea  aDti-in(UtratioD 
capability. 


r>.  To  provide  e<piii»munt  to  expand  the  Republic  of  Korea  arsenal  for  increu.HeU 
anuuuuition  prixlucliou  in  Korea. 

<5.  Tt>  provide  eommunlciitions  facilities  for  exclusive  Republic  of  Korca»U8C, 
Ihu  i-har.JcLer  of  which  in  t(t  be  agreed  between  UnltiMl  States  and  Republic  of 
Korea  ofllcial.H  in  Seoul  and  Saigon.  These  facilities  will  meet  requirements  for 
conununication  with  your  forces  in  the  Republic  of  Vietnam. 

7.  To  provide  four  C-54  aircraft  to  the  Republic  of  K<in'a  Air  Force  for 
.supih»rt  of  Republic  of  Korea  force.s  in  the  Republic  of  Vietnam. 

^.  To  provide  for  the  improvement  of  milit.iry  barracks  and  bachelor  officers 
quarters  and  related  facilities  for  troop  welfjire  Kuch  ns  cooking,  messing, 
.sanitation  and  riH:reational  facilities  from  proceeds  of  the  Military  Assistance 
Program   (MAI*)   excess  sales. 

J).  To  a.»5sume  the  costs  of  overseas  allowances  to  these  forces  at  the  scale 
agreed  between  General  Beach  and  Minister  of  National  Defcn.se  Kim  Sung  Eun 
on  Manh  4,  IDGG. 

10.  To  provide  death  and  disability  gratuities  resulting  from  casualties  in 
Vietnam  at  double  the  rates  recently  «gre«l  to  by  the  Joint  United  States- 
Republic  of  Koroa  Military  Committee. 

(544) 
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D.   ECONOMIC  ASSISTANCE 

1.  To  reloase  fldditioiml  won  to  tho  Korean  budget  equal  to  all  of  the  net 
additional  costs  of  llie  doidoymcnt  of  these  extra  forces  and  of  mobilizing  and 
maintaining  In  Korea  the  activated  reserve  division  and  brigade  end  supi)ort 
elements. 

2.  To  8usp»»nd  tho  MAP  transfer  program  for  as  long  as  there  are  substantial 
Il«»p»b!lc  of  Korea  forces,  i.e.,  at  least  two  divi.sions,  in  the  Republic  of  Vietnam, 
with  offslioro  procurement  in  Korea  in  United  States  fiscal  yvar  19G7  of  items 
susi>ended  in  lineal  year  ]0G0  plus  those  on  the  llscul  year  1UG7  list. 

3.  (a)  to  i»rocuTe  in  Korea  insofar  as  practicable  requirements  for  supplies, 
Rcrvli'oa  nHd  equipment  for  Republic  of  Korea  forces  In  the  Republic  of  Vietnam 
and  to  direct  to  Korea  selected  types  of  procurement  for  United  States  and 
Republic  of  Vietnan»  forces  in' the  Rcpjdilic  of  Vietnam  in  cases  in  which: 

i.  Korea  ha«  the  production  capabilirjr.     . 
ii.  Korea  can  meet  si>ecifications  and  delivery  schedules, 
iii.  It  may  be  reasonably  detennined  that  Korean  prices  are  fully  com- 
petitive with  other  possible  sources  in  ti»e  Far  Bast,  and 

iv.  The  procurement  conforms  in  other  respects  to  the  regulations  and 
pro<*eduros  of  the   United  .States  I)eiMirtment   of   Defense. 
Supi>lies.  serviccR  and  equipment  which  meet  this  definition  will  be  listed  on  a 
"natural  source"  list  from  which  procurement  will  be  made  exclusively  from 
Korean  sources  without  soliciting  bids  from  non-Korean  producers. 

(1»)  To  procure  in  Korea,  iu  comi)etition  only  with  United  States  suppliers, 
as  much  as  Kon^  c:\n  provide  In  time  and  nta  reasonable  price  of  a  .sul)S'tantial 
amount  of  goods  being  purchased  by  the  Agwicy  for  International  Development 
(AID)  for  use  in  it?*  j)roject  jirogranis  for  ninil  construction,  pacification,  relief, 
logistics,  and  so  forth,  in  the  Republic  of  Vietnam. 

(c)  To  the  extent  |>crmUted  by  the  Republic  of  Vietnam,  to  provide  Korean 
contractors  expanded  opportunities  to  participate  in  construction  projects  under- 
taken by  the  Unlte<l  States  Government  and  by  American  contractors  in  the 
Republic  of  Vietnam  and  to  provide  other  services,  including  employment  of 
skilled  Korean  civilians  In  the  Republic  of  Vietnam. 

4.  To  increase  Its  technical  assistance  to  the  Republic  of  Korea  In  the  general 
field  of  export  promotion. 

T>.  To  provide,  in  addition  to  the  $1!)0  million  AID  loans  already  conmiitted  to 
the  Republic  of  Korea  in  May,  19G5,  additional  AID  loans  to  support  the  economic 
development  of  the  Republic  of  Korea  as  suitable  projects  arc  developed  under 
the  same  spirit  and  considerations  which  apply  to  the  $150  million  commitment 

G.  If  juHtlfiisi  by  performance  under  the  1066  Stabilization  Program,  to  provide 
$irt  million  of  Program  I/onns  in  10G6,  which  can  be  used  for  the  support  of  exv 
ports  to  the  Republic  of  Vietnam  and  for  other  development  needs. 

Accept,  Excellency,  the  assurances  of  my  highest  consideration. 

-       .    .  WiNTiiROP  G.  Brown. 
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87.  Memorandum  of  Understanding  between  David  M.  Kennedy  and  Lee  Nak- 
sun,  dated  October  16,  1971 

October  16,  1971 


Dear  Mr.  Minister: 

In  accordance  with  our  discussions  the  following 
supplemental  economic  assistance  will  be  extended  to  the 
Government  of  the  Republic  of  Korea  as  follows: 

Development  Loans 

Since  1969  the  U.S.  Government  has  reduced  its  develop- 
ment loan  program  in  Korea.   Since  the  Korean  economy  has 
progressed,  future  planning  of  development  loan  levels,  at 
this  point,  would  normally  decrease  and  be  only  on  a  case  by 
case  basis  without  any  predetermined  lending  level.   The  U.S., 
however,  in  now  prepared  to  make  available  $100  million  in 
development  loans  through  US  fiscal  year  1975,  in  addition  to 
commitments  already  made.   This  amount  would  be  subject  to 
normal  Congressional  appropriation  process  and  the  ability  of 
individual  loan  proposals  to  meet  development  and  authorization 
criteria.   By  assuring  the  Government  of  the  Republic  of  Korea 
that  we  will  make  available  up  to  $100  million  in  loans  in 
support  of  the  third  five  year  plan,  the  Government  by 
knowing  in  advance  that  this  amount  will  be  available  from  the 
US  on  concessional  terms,  can  start  early  with  feasibility 
studies  and  sector  planning.   No  yearly  limit  or  ceiling  would 
be  set,  but  loans  would  be  provided  within  the  overall  five 
year  ceiling  for  viable  projects  as  they  are  submitted  for 
consideration. 

P.L.  480 

The  United  States  is  prepared  to  increase  the  annual 
level  of  P.L.  480  agriculture  sales  and  reduce  the  required 
currency  payments  in  a  manner  which  would  increase  the  value 
of  PL  480  programs  to  Korea  over  the  next  5  years  by  $275 
million. 

We  estimate  that  the  P.L.  480  programs  instead  of  being 
reduced  can  be  increased  to  an  increment  of  about  $175  million 
over  the  five  year  period  above  and  beyond  what  would  have  been 
the  case  if  the  average  level  of  P.L.  480  programs  of  recent 
years  were  maintained. 

Sincerely  yours, 

(David  M.  Kennedy) 
His  Excellency 
Lee  Nak-sun 
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SUPPLEMENTAL  AGREEMENT  CONCERNING  TRADE  IN  WOOL  AND  MAN-MADE 
FIBER  TEXTILE  PRODUCTS 


The  Government  of  the  Republic  of  Korea  and  the  Govern- 
ment of  the  United  States  of  America  and  other  governments 
(all  herein  "participating  country"  or  "participating 
countries"),  recognizing  the  need  to  take  cooperative  and 
constructive  action  with  a  view  to  the  orderly  development  of 
world  trade  in  wool  and  man-made  fiber  textile  products,  have 
through  their  representatives  agreed  as  follows: 

1.    The  Government  of  the  Republic  of  Korea  and  other 
governments  will  enter  into  agreements  with  the  Government  of 
the  United  States  of  America  in  the  respective  forms  appended 
to  this  agreement  limiting  their  exports  to  the  United  States 
of  all  wool  and  man-made  fiber  textile  products,  as  defined 
in  such  respective  forms  of  agreements. 

2i        Each  participating  country  will  take  reasonable  and 
appropriate  measures  to  ensure  that  participating  country  ex- 
ports of  articles  subject  to  the  respective  agreements  are 
afforded  market  access  in  each  participating  country  on  terms 
no  less  favorable  than  those  applied  to  similar  articles  ex- 
ported under  similar  circumstances  from  non-participating 
countries  and,  in  any  case  in  which  such  exports  of  any  non- 
participating  country  are  causing  or  threatening  to  cause 
market  disruption,  to  take  such  steps  and  impose  such  limita- 
tions as  may  be  necessary  to  eliminate  such  disruption  or  the 
threat  thereof. 

3.  The  term  of  this  agreement  is  five  years  beginning 
October  1,  1971.   This  agreement,  by  further  agreement  of  the 
participating  countries  may  be  replaced  with  another  multi- 
lateral agreement  of  broader  international  participation. 

4.  This  agreement  may  be  executed  in  separate  counterparts, 
each  of  which  will  be  deemed  an  original. 


Executed  and  to  be  effective  as  of  the      day  of 
1971. 

Government  of  the  Government  of  the 

United  States  of  America  Republic  of  Korea 
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MEMORANDUM  OF  UNDERSTANDING 


Representatives  of  the  United  States  of  America  and  the 
Republic  of  Korea  have  reached  the  following  understandings 
regarding  limitations  on  exports  of  wool  and  man-made  fiber 
textiles  from  the  Republic  of  Korea  to  the  United  States: 

1.  The  Government  of  the  Republic  of  Korea  will 
limit  annual  exports  of  wool  and  man-made  fiber  textile 
products  from  the  Republic  of  Korea  to  the  United  States 
for  a  five  year  period  beginning  October  1,  1971.   All 
exports  made  prior  to  October  1,  1971  are  exempt  from 
this  agreement. 

2.  The  five  year  annual  limits  for  man-mades  shall 
be  developed  from  a  base  level  of  313  million  square 
yards  with  growth  compounded  so  that  the  average  annual 
growth  for  the  five  years  does  not  exceed  7.5  percent 
per  annum.   The  first  year  may  not  exceed  a  growth  of  10 
on  the  base.   The  annual  limits  for  wool  textiles  shall 
be  developed  from  a  base  of  7  million  square  yards 
equivalent  with  growth  compounded  at  1%  per  annum  for 
each  of  the  five  years. 

3.  The  agreement  shall  contain  separate  annual 
aggregate  limits  for  man-made  fiber  textile  products 
and  wool  textile  products.   Each  of  these  aggregate 
limits  shall  be  divided  into  group  limits  based  on  the 
United  States  textile  category  system,  with  separate 
groups  as  follows:  I  Fabrics,  II  Apparel,  III  Other. 

4.  The  limits  for  the  groups  and  categories  shall 
be  based  on  the  proportionate  share  of  United  States 
imports  in  that  group  to  total  imports  in  the  twelve 
months  ending  September  30,  1971,  provided;  however, 
that  the  U.S.  will  consider  several  leading  items  on  the 
basis  of  actual  trade  for  the  twelve  month  period  ending 
September  30,  1971,  and  will  agree  to  establishing  ceil- 
ings based  on  those  levels. 

5.  Within  the  group  limits,  there  shall  be  specific 
limits  on  10  categories  of  man-made  fiber  textile  prod- 
ucts and  2  categories  of  wool  textile  products.   The 
specific  limits  to  be  included  will  be  designated  by  the 
United  States,  after  consultation  with  the  Republic  of  Korea 

6.  Trade  in  categories  not  subject  to  specific 
limits  shall  be  subject  to  group  and  aggregate  limits 
and  to  the  consultation  provision  set  forth  in  the  annex 
hereto. 
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7.  The  levels  of  the  cotton  textile  agreement 
between  the  two  coiantries  shall  be  increased  by  15  per- 
cent for  the  current  year.   The  agreement  shall  be  ex- 
tended for  a  period  of  five  years  beginning  January  1, 
1971,  and  the  increases  distributed  proportionately 
among  groups  and  categories. 

8.  Provisions  shall  be  made  to  allow  inter-fiber 
flexibility  between  cotton  textiles  and  man-made  fiber 
textiles  of  a  percent  of  the  limits  of  the  fiber  into 
which  the  shift  is  made. 

Within  the  separate  aggregate  limits  for  man- 
made  fiber  textiles  and  wool  textiles,  as  adjusted  for 
growth  and  inter-fiber  flexibility,  the  apparel  groups 
may  be  increased  by  5%  and  other  groups  by  10%  in  each 
agreement  year.   In  addition,  beginning  October  1, 
19  72,  5%  annual  carryover  may  be  applied  as  under  the 
cotton  textile  agreement  formula.   There  shall  be  five 
percent  flexibility  among  categories  subject  to  spe- 
cific limits.   Flexibility  among  groups  shall  be  based 
on  group  limits  after  adjustment  for  inter-fiber  flex- 
ibility, but  shall  be  applicable  only  to  categories 
not  given  specific  limits  not  previously  adjusted  for 
inter-fiber  flexibility. 

9.  Products  subject  to  the  agreement  shall  be 
defined  as  in  the  bilateral  agreement  between  the 
United  States  and  Malaysia  on  wool  and  man-made  fiber 
textiles  and  in  accordance  with  the  U.S.  "T.Q."  cate- 
gory classification  and  conversion  factor  system. 

10.  The  Republic  of  Korea  shall  have  the  right  to 
enjoy  mutatis  mutandis  an  equitable  overall  relationship 

as  to  agreements  between  the  United  States  and  other  countries 
with  respect  to  base,  browth  and  starting  date. 

11.  Other  standard  textile  agreement  provisions  shall 
be  included  in  the  agreement,  covering  such  points  as 
exchange  of  trade  data,  administrative  arrangements,  export 
and  import  control,  consultation,  spacing  of  exports 
throughout  the  agreement  year,  and  evasion  or  transshipment 
problems. 

12.  Experts  of  the  two  governments  shall  meet  to 
consider  hardship  situations  which  may  exist  at  the  outset 
of  the  present  agreement.   The  experts  may  make 
recommendations  to  the  two  governments  for  appropriate 
solutions.   In  considering  those  situation,  conditions 

in  both  countries  shall  be  taken  into  account. 


35-283  0-78 


550 


13.  The  attached  memorandum  regarding  a  multilateral 
arrangement  is  agreed  and  is  hereby  incorporated  into 
this  memorandum. 

14.  Notes  constituting  a  formal  agreement  between 
the  two  governments  containing  the  terms  provided  for  in 
this  memorandum  shall  be  exchanged  as  soon  as  practicable. 


October  16,  1971 
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Annex 


With  respect  to  categories  not  subject  to  specific  limits,  the 
following  trade  development  review  procedures  shall  be  applied. 

a.  At  the  beginning  of  each  year  the  Republic  of  Korea 
shall  notify  the  United  States  of  all  intended  exports  for  that 
year  in  each  category  not  given  a  specific  ceiling.   Following 
receipt  of  that  information  the  United  States  shall  have  30  days 
in  which  to  request  consultations  with  the  Republic  of  Korea. 

b.  In  the  event  that  such  consultations  are  held' and  the 
two  governments  are  unable  to  reach  agreement,  the  Republic  of 
Korea  shall  accept  the  level  indicated  by  the  United  States  for 
exports  of  the  category  or  categories  concerned. 

b.    If  no  consultations  are  requested  on  a  given  category 
the  Republic  of  Korea  would  notify  the  United  States  if  it 
receives  a  request  to  license  exports  in  excess  of  the 
originally  indicated  level.   The  United  States  may  then  request 
consultations,  and  exports  will  not  be  permittted  to  exceed 
the  original  level  without  the  consent  of  the  United  States.   The 
United  States  shall  respond  to  the  Republic  of  Korea  within 
21  days  of  receipt  of  its  notice.   If  consultations  are  requested, 
and  the  two  governments  are  unable  to  reach  agreement,  the 
Republic  of  Korea  shall  accept  the  level  indicated  by  the 
United  States. 
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88.  Memorandum  from  Jae  Sul  Lee,  Vice  Minister,  EPB,  Republic  of  Korea,  to 
Michael  H.  B.  Adler,  Director,  USAID,  Korea,  undated 


ECONOMIC   PLANNING    BOARD 

REPUBLIC  OF   KOREA 

Seoul,    Korea 


MEMORANDUM 


To     :   Mr.  Michael  H.B.  Adler,  Director,  USAID,  Korea 


From    :   Mr.  Jae  Sul  Lee,  Vice  Minister,  Economic  Planning 
Board.  ROK 


Subject:   Long  term  $100  millions  credit  from  the  United 
States 


This  memo  is  to  write  down  the  gist  of  our  conversation 
of  January  22,  1971.   The  proposed  idea  is  to  secure  a  new 
long  term  credit  in  the  amount  of  $100  millions  to  be  used 
for  financing  current  import  of  commodities  and  services 
from  the  United  States.   The  attachment  illustrates  the 
general  frame  of  the  idea  and  the  background  thereof.* 
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1.    Description: 

A  long  term  credit  in  the  amount  of  $100  millions  is 
requested  to  finance  the  current  import  of  general  commodi- 
ties and  services  from  the  United  States  of  America,  broken 
down  as  follows: 

A.  A  credit  of  $50  millions  in  the  form  of  a  new  PL  -480 
loan  and/or  a  new  development  loan  in  addition  to  $179  million 
of  the  pending  agreement. 

B.  A  $25  million  loan  in  the  form  of  a  program  loan 
in  addition  to  the  development  loan  already  earmarked  for 
USFY  1972  of  $21  millions. 

C.  $25  million  in  the  form  of  a  commodity  credit  from 
the  U.S.  Export- Import  Bank  to  finance  the  current  import  of 
industrial  raw  materials  and  commodities  through  direct  loan 
to  the  Korean  Government  with  repayment  period  over  15  years. 

The  sale  proceeds  of  the  above-referred  to  credits  will 
be  utilized  as  the  case  with  other  ordinary  PL  480  agreements 
subject  to  consultation  between  our  two  Governments. 


2.   Background  of  the  idea: 

The  following  several  events,  which  were  not  foreseen 
or  expected  even  by  the  time  of  completing  the  Third  Five  Year 
Economic  Development  Plan  (TFYP)  and  visit  of  the  IBRD's 
economic  survey  team,  have  been  caused  and  brought  about  by 
outside  forces  beyond  control  of  the  ROK  Government.   The 
net  effect  brought  about  as  reflected  in  the  balance  of 
payments  position  is  enlarged  scale  of  balance  deficit  by 
$212  millions  over  the  estimate  under  TFYP  as  shown  in  the 
attachnjent. 

A.   Unexpected  slow-down  of  export  increase  due  to  the 
general  stangnation  in  world  trade  volume  affected  by  the 
Nixon  measure  entailed  world-wide  trade  and  currency  difficulties 
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B.  During  the  first  half  of  1971,  hedge  imports  in 
anticipation  of  tlie  rumoured  Won  devaluation  sparked  to 
result  sudden  increase  of  import  by  $194  millions  to  make 
total  years  of  $2,185  millions  over  the  estimated  $1,991 
millions . 

C.  The  rate  of  decrease  of  invisible  receipts  from 
the  UNC  forces  stationed  in  Korea  and  ROK  Forces  in  Vietnam 
have  been  suddenly  accelerated. 

D.  The  value  change  of  major  international  currencies 
will  average  out  about  4t  increase  cost  of  imports  for  the 
same  amount  of  imports  of  the  preceeding  year.   This  mean 
that  S.2t  increased  rate  of  total  import  this  year,  adjusted 
from  the  original  estimate  of  11.6%  of  TFYP,  will  be  vir- 
tually wiped  out  to  zero  by  this  cost  increase.   This  kind  of 
constraint  on  essential  increase  of  imports  in  countries  like 
Korea  where  growth  momentum  is  already  built  in  is  almost 
physically  impossible  to  attain.   In  this  connection,  the 
situation  is  expected  to  be  worsened  by  the  reason  of  so-called 
particular  nature  of  trade  between  Korea  and  Japan.   Due  to 
geographical  vicinity  and  non-availability  of  alternate  import 
sources  susceptible  to  price  elasticity,  goods  and  services 
exported  by  Japanese  to  Korea  do  not  reflect  any  price  reduc- 
tion otherwise  reflectable  in  exports  elsewhere  by  the  Japanese 
to  meet  competition  resulting  from  the  revaluation  of  Japanese 
Yen  of  16.8%.   Consequently  ROK  is  forced  to  spend  at  least 
more  than  $100  millions  for  import  ol--s-ome  import  scale  of 
around  $800  millions  annually.     '■-t  H--.  ^au^_ 

E.  Revaluation  of  strong  currencies  such  as  Japanese 
Yen  and  German  Mark  have  brought  about  an  additional  $68 
millions  cost  for  the  repayment  of  ROK ' s  outstanding  loans 
over  three  years  repayment  period.   Furthermore,  1972  is  the 
year  where  the  ratio  of  burden  of  repayments  of  loans  over  3 
years  repayment  period  against  the  current  receipts  is  highest 
with  IS. 7%. 

F.  As  shown  in  the  attachment,  the  amount  of  import 
requirement  left  uncovered  by  the  1972  PL  480  agreements  of 
$179  millions  is  around  $100  millions.   In  consideration  of  UMR 
requirement,  ROK  is  prepared  to  finance  half  of  the  amount  by 
KFX,  while  another  half  is  sought  to  be  financed  by  the  addition 
of  PL  480  or  DL  agreements.   It  being  considered  that  most  of 
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the  present  difficulties  as  outlined  are  derived  from  outside 
factors  of  transitional  natures  or  rarely-happening  propensity, 
the  sought-after  $100  millions  credits  is  designed  to  alleviate 
.and  mitigate  the  short-term  and  transitional  problems  of  ROK 
^balance  of  payments.   In  view  of  the  fact  that  this  year  is 
the  starting  year  of  TFYP  and  that  the  balance  of  payments 
is  the  only  area  where  very  on  substantial  adjustment  of 
the  plan  developed  barely  7  month  ago  due  to  certain  interna- 
tional and/or  outside  forces,  is  made  inevitable,  some  sort 
of  commodity  credit  assistance  is  absolutely  required  to 
eliminate  present  short-term  difficulties  of  balance  of  pay- 
ments and  smooth  out  the  launching  of  the  TFYP. 
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89.  Trade  in  Wool  and  Man-Made  Fiber  Textile  Products,  Agreement  between 
the  United  States  of  America  and  the  Republic  of  Korea,  effected  by  exchange 
of  notes  signed  at  Washington,  D.C.,  January  4, 1972 

TREATIES    AND    OTHER    INTERNATIONAL    ACTS    SERIES    7499 


TRADE  IN  WOOL  AND  MAN-MADE  FIBER 
TEXTILE  PRODUCTS 


Agreement  Between  the 
United  States  of  America 
and  the  Republic  of  Korea 


Eflfected  by  Exchange  of  Notes 
Signed  at  Washington  January  4,  1972 


udth 

Related  Notes 

Dated  at  Washington  September  20,  1972 


I 


I 
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NOTE  BY  THE  DEPARTMENT  OF  STATE 

Pursuant  to  Public  Law  89-^97,  approved 
July  8,  1966  (80  Stat.  271;  1  U.S.C.  113)  — 

".  .  .  the  Treaties  and  Other  International  Acts 
Series  issued  under  the  authority  of  the  Secretary  of 
State  shall  be  competent  evidence  ...  of  the  treaties, 
international  agreements  other  than  treaties,  and  proc- 
lamations by  the  President  of  such  treaties  and  inter- 
national agreements  other  than  treaties,  as  the  case 
may  be,  therein  contained,  in  all  the  courts  of  law 
and  equity  and  of  maritime  jurisdiction,  and  in  all  the 
tribunals  and  public  offices  of  the  United  States,  and 
of  the  several  States,  without  any  further  proof  or 
authentication  thereof." 


For  sale  by  the  Superintendent  of  Documents^  U.S.  Government  Printing  Office 
IFashington,  D.C.  20402  -  Price  15  cents 
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REPUBLIC  OF  KOREA 
Trade  in  Wool  and  Man-Made  Fiber  Textile  Products 

Agreement  effected  by  exchange  of  notes 

Signed  at   Washington  January  4,   1972; 

Entered  into  force  January  4,  1972; 

Effective  October  1,  1971, 

With  related  notes 

Dated   at    Washington   September    20,    1972. 


The  American  Ambassador  at  Large  to  the  Korean  Ambassador 

department  of  state 
washington 

January  4,  1972 

Excellency : 

I  refer  to  recent  discussions  between  our  two  governments  con- 
cerning exports  of  wool  and  man-made  fiber  textile  products  from  the 
Republic  of  Korea  to  the  United  States  of  America.  As  a  result  of 
those  discussions,  I  propose  the  following  agreement: 

1.  The  Republic  of  Korea  shall  limit  exports  of  wool  and  man-made 
fiber  textile  products  to  the  United  States  for  the  five  agreement  years 
beginning  October  1,  1971,  and  extending  through  September  30, 
1976,  to  the  annual  aggregate,  group  and  specific  limits  set  forth 
in  Annex  A,  and  in  accordance  with  the  provisions  of  this  Agreement. 

2.  (a)  Within  the  applicable  aggregate  and  group  limits  shown  in 
Annex  A,  for  wool  and  man-made  fiber  textiles,  the  following  specific 
limits  shall  apply  for  the  first  agreement  year: 

Wool  Textile  Products 


Category  Thousand  Square  Yards  Equivalent 

104  1,  505.  9 

120  1,  413.  6 
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Man-made  Fiber  Textile  Products 


Thousand  Square  Yards 

Category 

Equivalent 

211 

13,  282.  5 

216 

5,  250.  3 

219 

58,  301.  1 

221 

80,  186.  7 

222 

11,080.3 

228 

8,  664.  7 

229 

24,  699.  4 

234 

66,  378.  4 

235 

27,  073.  2 

238 

2,  642.  2 

(b)  Within  the  annual  aggregate  and  group  limits  set  forth  in 
Annex  A,  the  specific  limits  set  forth  in  (a)  of  this  paragraph  for 
man-made  fiber  textile  products  shall  be  increased  over  the  preceding 
agreement  year  by  9  percent  for  the  second  year  and  8  percent  for 
the  third  year.  During  the  third  year,  the  two  governments  shall 
consult  to  determine  the  growth  rates  appropriate  for  man-made  fiber 
textiles  to  distribute  between  the  fourth  and  fifth  year  the  balance 
remaining  of  the  five-year  aggregate  limit  shown  in  Annex  A  after 
deduction  of  the  aggregate  limits  provided  for  the  first  three  years. 
The  growth  rates  determined  in  such  consultations  shall  also  be 
applied  to  the  group  and  specific  limits  provided  for  herein. 

(c)  The  specific  limits  for  wool  textile  products  set  forth  in  (a)  of 
this  paragraph  shall  be  increased  beginning  with  the  second  agreement 
year  by  1  percent  for  each  agreement  year  over  the  preceding  agree- 
ment year. 

3.  The  follo^v-ing  procedures  shall  apply  during  each  agreement  year 
with  respect  to  all  exports  in  that  year  in  each  category  of  man-made 
fiber  and  wool  textile  products  not  subject  to  a  specfic  limit  under 
paragraph  2  above. 

(a)  By  August  15  of  each  agreement  year  the  Government  of  the 
Republic  of  Korea  shall  notify  the  Government  of  the  United  States 
of  America  of  anticipated  exports  in  each  such  category  during  the 
next  agreement  year.  Following  receipt  of  such  notice,  the  Government 
of  the  United  States  of  America  shall  have  30  days  in  which  to  request 
consultations  with  respect  to  any  category. 

(b)  When  the  Government  of  the  United  States  of  America 
requests  consultations,  the  Government  of  the  Republic  of  Korea 
shall  meet  promptly  with  the  Government  of  the  United  States  of 
America  to  work  out  a  mutually  satisfactory  solution  to  such  problems 
as  may  exist  with  respect  to  the  anticipated  exports  referred  to  under 
(a)  of  this  paragraph.  The  consultations  shall  be  concluded  within 
30  days,  unless  the  two  governments  agree  otherwise.  In  the  event 
that  such  consultations  do  not  result  in  a  mutually  acceptable  solution, 
the  Government  of  the  Republic  of  Korea  shall  limit  its  exports  in  any 
category  in  question  during  the  agreement  year  in  question  to  the 
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level  requested  by  the  Government  of  the  United  States  of  America 
at  the  conclusion  of  such  consultations. 

(c)  If  no  consultations  are  requested  by  the  Government  of  the 
United  States  of  America,  the  Government  of  the  Republic  of  Korea 
shall  not  permit  exports  to  exceed  the  level  stated  by  the  Government 
of  the  Republic  of  Korea  under  (a)  of  this  paragraph  without  the 
specific  concurrence  of  the  Government  of  the  United  States  of  America 
to  such  additional  exports.  The  Government  of  the  Republic  of  Korea 
may  request  such  concurrence  at  any  time  it  believes  appropriate. 
The  Government  of  the  United  States  of  America  shall  give  due  con- 
sideration to  such  request  and  shall  respond  within  21  days  of  receipt 
of  such  request. 

4.  The  following  shall  be  applied  separately  to  the  wool  textile  ag- 
gregate, group  and  specific  limits  and  to  the  man-made  fiber  textile 
aggregate,  group  and  specific  limits. 

(a)  For  any  agreement  year  subse(|uent  to  the  first  agreement 
year  and  immediately  following  a  year  of  a  shortfall  (i.e.,  a  year  in 
which  textile  exports  from  the  Republic  of  Korea  were  below  the  ag- 
gregate limit  and  any  group  and  specific  limits  applicable  to  the  cate- 
gory concerned)  the  Government  of  the  Republic  of  Korea  may  pennit 
exports  to  exceed  these  limits  by  carryover  in  the  following  amounts 
and  manner: 

(i)  The  carryover  shall  not  exceed  the  amount  of  shortfall  in 
either  the  aggregate  limit  or  any  applicable  group  or  specific  limit  and 
shall  not  exceed  either  five  percent  of  the  aggregate  limit  or  five  per- 
cent of  the  applicable  group  limit  in  the  year  of  the  shortfall,  and 

(ii)  in  the  case  of  shortfalls  in  the  categories  subject  to  specific 
limits  the  carryover  shall  be  used  in  the  same  category  in  which  the 
shortfall  occurred,  and  shall  not  exceed  five  percent  of  the  specific 
limit  in  the  year  of  the  shortfall,  and 

(iii)  in  the  case  of  shortfalls  not  attributable  to  categories  sub- 
ject to  specific  limits,  the  carryover  shall  be  used  in  the  same  group  in 
which  the  shortfall  occurred  and  shall  not  be  used  to  exceed  any 
applicable  specific  limit  except  in  accordance  with  the  provisions  of 
paragraph  7  and  shall  be  subject  to  the  provisions  of  paragraph  3  of 
this  Agreement. 

(b)  The  limits  referred  to  in  subparagraph  (a)  of  this  paragrai)li  are 
without  any  adjustments  under  this  paragraph  or  paragraphs  5,  6  or  7. 

(c)  The  carryover  shall  be  in  addition  to  the  exports  permitted  in 
paragraphs  5,  6  and  7  of  this  Agreement. 

5.  In  addition  to  the  amounts  provided  for  under  paragraphs  2  and 
4,  aggregate  exports  of  man-made  fiber  textiles  may  be  increased  by 
an  amount  equal  to  5  percent  of  the  aggregate  limit,  and  within  that 
amount,  exports  in  any  group  or  category  may  be  exceeded  by  5  per- 
cent of  the  applicable  group  and  category  li«iits,  provided  that  exports 
under  the  cotton  textile  agreement  for  the  corresponding  year  ending 
December  31  are  below  the  aggregate  limit  and  the  comparable  group 
and  category  limits  established  therein  by  an  equivalent  square  jard 
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amount.  In  applying  this  paragraph  only,  the  maximum  allowable 
exports  under  the  cotton  textile  agreement  shall  be  deemed  the 
"limits". 

6.  Within  the  applicable  aggregate  limits,  as  they  may  be  adjusted 
under  paragraphs  4  and  5,  exports  in  the  apparel  groups  for  man-made 
fiber  textiles  and  for  wool  textiles  may  exceed  the  applicable  group 
limits  as  adjusted  pursuant  to  paragraph  5  by  5  percent  of  such  ad- 
justed limits  in  each  year  and  exports  in  the  other  groups  may  exceed 
the  group  limits  applicable  thereto  as  adjusted  pursuant  to  paragraph 
5  by  10  percent. 

7.  Within  the  applicable  aggregate  and  group  limits  as  adjusted 
pursuant  to  paragraphs  4,  5,  and  6,  exports  in  any  category  given  a 
specific  limit  may  exceed  that  limit  by  not  more  than  5  percent  in 
addition  to  the  amount  authorized  under  paragraph  4;  provided, 
however,  that  the  total  of  exports  authorized  for  any  category  under 
this  paragraph  and  paragraph  5  shall  not  exceed  5  percent  of  the 
unadjusted  category  limit  for  the  year  in  question.  Within  the  appli- 
cable group  limits  for  each  group,  the  square  yard  equivalent  of  any 
shortfalls  occurring  in  exports  in  the  categories  given  specific  limits 
may  be  used  in  any  category  not  given  a  specific  limit. 

8.  The  Government  of  the  Republic  of  Korea  shall  use  its  best 
efforts  to  space  exports  to  the  United  States  of  America  as  evenly  as 
practicable  taking  into  account  seasonal  factors. 

9.  Each  government  agrees  to  supply  promptly  any  relevant  avail- 
able statistical  data  requested  by  the  other  government.  In  partic- 
ular, the  governments  agree  to  exchange  monthly  data  on  exports 
and  imports  of  wool  and  man-made  fiber  textiles  from  the  Republic  of 
Korea  to  the  United  States  of  America. 

10.  (a)  For  the  purpose  of  this  Agreement  the  schedules  of  cate- 
gories and  conversion  factors  attached  hereto  as  Annex  B  shall  apply. 

(b)  (i)  Any  textile  product  which  is  wholly  or  in  part  of  wool 
and/or  man-made  fiber,  but  is  not  in  chief  value  cotton,  shall  be 
subject  to  the  terms  of  this  Agreement,  whether  or  not  listed  in 
Annex  B. 

(b)  (ii)  For  purposes  of  this  Agreement  a  product  covered 
under  (b)  (i)  and  not  listed  in  Annex  B  shall  be  treated  as  a  wool 
textile  product  if  (a)  it  is  17  percent  or  more  by  weight  of  wool,  or  (b) 
the  weight  of  the  wool  component  is  not  less  than  the  weight  of  the 
man-made  fiber  content,  or  (c)  the  product  contains  no  man-made 
fiber.  All  other  products  under  (b)  (i)  but  not  listed  in  Annex  B  shall 
be  considered  man-made  fiber  textile  products. 

(c)  Both  governments  agree  to  take  such  measures  as  may  be 
appropriate  to  prevent  the  evasion  of  this  Agreement  by  substitution, 
transshipment  or  other  means. 
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11.  (a)  The  governments  agi*ee  to  consult  on  any  question  arising 
in  the  implementation  of  this  Agreement.  Mutually  satisfactory 
administrative  arrangements  or  adjustments  may  be  made  to  resolve 
minor  problems  arising  in  the  implementation  of  this  Agreement 
including  differences  in  points  of  procedure  or  operation. 

(b)  Experts  of  the  two  governments  shall  meet  to  consider 
hardship  situations  which  may  exist  at  the  outset  of  this  Agreement. 
The  experts  may  make  recommendations  to  the  two  governments  for 
appropriate  solutions.  In  considering  these  situations,  conditions  in 
both  countries  shall  be  taken  into  account. 

12.  The  Government  of  the  Republic  of  Korea  shall  administer 
its  export  control  system  under  this  Agreement.  The  Government 
of  the  United  States  of  America  may  assist  the  Government  of  the 
Republic  of  Korea  in  implementing  the  limitations  of  this  Agreement. 

13.  A  schedule  of  handicraft  and  art  articles  which  shall  be  exempt 
from  the  limitations  of  this  Agreement  shall  be  developed  by  the 
two  governments  and  incorporated  into  this  Agreement  as  Annex  C.  [*1 

14.  If  the  Government  of  the  Republic  of  Korea  considers  that 
as  a  result  of  limitations  specified  in  this  Agreement,  the  Republic 
of  Korea  is  being  placed  in  an  inequitable  position  vis-a-vis  a  third 
country,  the  Government  of  the  Republic  of  Korea  may  request 
consultation  with  the  Government  of  the  United  States  of  America 
with  the  view  to  taking  api)ropriate  remedial  action  such  as  a  rea- 
sonable modification  of  this  Agreement. 

15.  Either  government  may  terminate  this  Agreement  effective 
at  the  end  of  an  agreement  3^ear  b}'  written  notice  to  the  other  govern- 
ment to  be  given  at  least  90  days  prior  to  the  end  of  such  agreement 
year.  Either  government  may  at  any  time  propose  revisions  in  the 
terms  of  this  Agreement. 

If  this  proposal  is  acceptable  to  the  Government  of  the  Republic 
of  Korea,  this  note  and  your  note  of  confirmation  on  behalf  of  the 
Government  of  the  Republic  of  Korea  shall  constitute  an  agreement 
between  the  Government  of  the  Republic  of  Korea  and  the  Govern- 
ment of  the  United  States  of  America. 

Accept,  Excellency,  the  assurances  of  my  highest  consideration. 

For  the  Secretary  of  State : 

David  M.  Kennedy 

David  M.  Kennedy 
Ambassador  at  Large 

His  Excellency 
Dong  Jo  Kim, 

Ambassador  of  Korea. 


See  p.  9.  [Footnote  added  by  the  Department  of  State.] 
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ANNEX  A  ; 

Man- Made  Fiber  and  Wool  Textile  Products 


1.  The  aggregate  and  group  limits  for  exports  of  man-made  fiber  textiles  from 
the  Republic  of  Korea  to  the  United  States  of  America  for  the  five  years  beginning 
October  1,  1971,  shall  not  exceed  1,954,400,000  square  yards  equivalent.  The 
totals  for  the  first  three  j'^ears  are  indicated  below  in  square  yards  equivalent. 

Period Limits 

October  1,  1971-September  30,  1972 

Aggregate  344,  300,  000 

Group  I— Apparel  (Categories  214-240)  296,  442,  300 

Group  II— Fabric  (Categories  206-213)  16,  044,  600 

Group  III— Other  (Categories  200-205,  241-243)  31,  813,  100 

October  1,  1972-September  30,  1973 

Aggregate  375,  287,  000 

Group  I— Apparel  (Categories  214-240)  323,  122,  100 

Group  II— Fabric  (Categories  206-213)  17,  488,  600 

Group  III— Other  (Categories  200-205,  241-243)  34,  676,  300 

October  1,  1973-September  30,  1974 

Aggregate  405,  310,000 

Group  I— Apparel  (Categories  214-240)  348,  971,  900 

Group  II— Fabric  (Categories  206-213)  18,  887,  700 

Group  III— Other  (Categories  200-205,  241-243)  37,  450,  400 

October  1,  1974-September  30,  1975  i 

Aggregate 

Group  I — Apparel  (Categories  214-240) 

Group  II— Fabric  (Categories  206-213) 

Group  III— Other  (Categories  200-205,  241-243) 

October  1,  1975-September  30,  1976  i 

Aggregate 

Group  I — Apparel  (Categories  214-240) 

Group  II— Fabric  (Categories  206-213) 

Group  III— Other  (Categories  200-205,  241-243) 

2.  The  aggregate  and  group  Umits  in  square  yards  equivalent  for  Korean  exports 
of  wool  textiles  to  the  United  States  for  the  periods  indicated  below  are: 

Period Limits 

October  1,  1971-September  30,  1972 

Aggregate  12,  730,  000 

Group  I— Apparel  (Categories  111-125)  10,  600,  000 

Group  II — Fabric,  made-ups  &  miscellaneous  2,  130,  000 

(Categories  101-110,  128-132) 
October  1,  1972-September  30,  1973 

Aggregate  12,  857,  300 

Group  I— Apparel  (Categories  111-125)  10,  706,  000 

Group  II — Fabric,  made-ups,  and  miscellaneous  2,  151,  300 

(Categories  101-110,  128-132) 
October  1,  1973-September  30,  1974 

Aggregate  12,  985,  900 

Group  I— Apparel  (Categories  111-125)  10,  813,  100 

Group  II — Fabric,  made-ups  &  miscellaneous  2,  172,  800 

(Categories  101-110,  128-132) 


^  See  paragraph  2(b)  of  this  agreement  regarding  fourth  and  fifth  year  limits. 
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Period 


Limits 


October  1,  1974-September  30,  1975 

Aggregate  13,115,700 

Group  I— Apparel  (Categories  111-125)  10,  921,  200 

Group  — IIFabric,  made-ups  A  miscellaneous  2,  194,  500 

(Categories  101-110,  128-132) 
October  1,  1975-September  30,  1976 

Aggregate  13,  246,  900 

Group  I— Apparel  ( Categories  111-125)  11,  030,  400 

Group  II — Fabric,  made-ups,  and  miscellaneous  2,  216,  500 

(Categories  101-110,  128-132) 

3.  Growth  in  the  group  and  specific  limits  in  the  second  and  succeeding  years 
shall  be  at  the  same  rate  as  growth  in  the  aggregate  limit  in  the  second  and 
succeeding  years. 

ANNEX  B 
Categories  of  Wool  Textile  Products 


Category  Description 

101  Wool  tops  and  wool  advanced 

102  Yarns  of  Angora  Rabbit  Hair 

103  Other  yarns  of  wool  and  hair 

104  Woven  fabrics  of  wool,  including  blankets 

(carriage  robs,  lap  robes,  steamer  rugs, 
etc.)  over  3  yards  in  length 

105  Billiard  cloth 

106  Blankets 

107  Carriage  and  auto  robes,  etc.,  nes. 

108  Tapestries  and  upholstery  fabrics 

109  Pile  and  tufted  fabrics 

110  Knit  fabrics  in  the  piece 

111  Hosiery 

112  Gloves  and  mittens 

113  Underwear,  knit 

114  Other  infants  articles,  knit  not  ornamented 

115  Knit  hats  and  similar  items 

116  Knit  wearing  apparel,  nes.,  valued  not  over 

$5  per  pound 

117  Knit  wearing  apparel,  nes.,  valued  over  $5 

per  pound 

118  Hats,  caps,  not  blocked 

119  Hats,  caps,  blocked,  finished 

120  Men's  and  boys'  suits 

121  Men's  and  boys'  outer  coats 

122  Woman's,  misses',  and  children's  coats  and 

suits 

123  Women's  misses',  children's  separate  skirts 

124  Trousers,  slacks  and  shorts 

125  Articles  of  wearing  apparel,  nes. 

126  Lace  and  net  article  including  veiling 
128  Miscellaneous  wool  manufactures 

131  Braided  floor  coverings 

132  Wool  floor  coverings,  nes. 
200  Textured  yarns 


Unit  of         Syd. 
Measure  Conversion 


Lb. 

1.95 

Lb. 

1.95 

Lb. 

1.95 

Syd. 

1.00                     1 

Syd. 

1.0 

Lb. 

1.  295 

Lb. 

1.  295 

Syd. 

LO 

Syd. 

1.0 

Lb. 

1.95 

Doz.  Pr. 

2.  7814 

Doz.  Pr. 

2.093 

Lb. 

1.95 

Lb. 

1.95 

Lb. 

1.95 

Lb. 

1.95 

Lb. 

1.  95 

Lb. 

1.95 

Lb. 

1.95 

No. 

4.5 

No. 

4.5 

No. 

4.75 

No. 

1.5 

No. 

L5 

Lb. 

2.0 

Lb. 

1.95 

Lb. 

1.95 

Sft. 

.0111 

Sft. 

.0111 

Lb. 

3.51 
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Category  Description 

201  Yarn  wholly  of  continuous  filament,  cel- 

lulosic 

202  Yarn  wholly  of  continuous  filament,  other 

203  Yarn  wholly  of  non-continuous  filament, 

cellulosic 

204  Yarn  wholly  of  non-continuous  filament, 

other 

205  Yarns,  other 

206  Woven  fabrics,  cellulosic,  wholly  of  continu- 

ous man-made  fiber 

207  Woven  fabrics,   cellulosic,  wholly  of  non- 

continuous  fibers 

208  Woven  fabrics,  other,  wholly  of  continuous 

man-made  fiber 

209  Woven  fabrics,   other,   wholly  of  noncon- 

tinuous  fibers 

210  Woven  fabrics,  other,  of  man-made  fibers 

(including  fabric  containing  more  than 
17%  by  weight  of  wool;  glass  fabrics  and 
mixed  yarn  fabrics) 

211  Knit  fabrics 

212  Pile  and  tufted  fabrics 

213  Specialty  fabrics 

214  Gloves  and  mittens,  knit,  whether  or  not 

ornamented 

215  Hosiery 

216  Dresses,  knit 

217  Pajamas  and  other  nightwear,  knit 

218  T-Shirts,  knit 

219  Shirts,  other  (including  blouses),  knit 

220  Skirts,  knit 

221  Sweaters  and  cardigans,  knit 

222  Trousers,  slacks  and  shorts,  knit  women's 

girls'  and  infants' 

223  Underwear,  knit 

224  Other  wearing  apparel,  knit,  whether  or  not 

ornamented 

225  Body  supporting  garments 

226  Handkerchiefs 

227  Mufflers,  scarves  and  shawls,  not  knit 

228  Blouses,  not  knit 

229  Coats,  not  knit 

230  Dresses,  not  knit 

231  Dressing  gowns,  including  bathrobes  and 

beach  robes,  not  knit 

232  Pajamas  and  other  nightwear;  not  knit 

233  Playsuits,  sunsuits,  washsuits,  etc.,  not  knit 

234  Dress  shirts,  not  knit 

235  Shirts,  other,  not  knit 

236  Skirts,  not  knit 

237  Suits,  not  knit 

238  Trousers,  slacks  and  shorts,  not  knit 

239  Underwear,  not  knit 

240  Other  wearing  apparel,  not  knit,  whether  or 

not  ornamented. 

241  Floor  coverings 

242  Other  furnishings 

243  Man-made  fiber  manufactures,  nes. 
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Unit  of 

Syd. 

Measure 

Conversion 

Lb. 

5.19 

Lb. 

11.6 

Lb. 

3.4 

Lb. 

4.12 

Lb. 

3.51 

Lb. 

LO 

Syd. 

LO 

Syd. 

1.0 

Syd. 

1.0 

Syd. 

1.0 

Lb. 

7.8 

Syd. 

1.0 

Lb. 

7.8 

Doz.  Pr. 

3.53 

Doz.  Pr. 

4.6 

Doz. 

45.3 

Doz. 

51.96 

Doz. 

7.24 

Doz. 

18.36 

Doz. 

17.8 

Doz. 

36.8 

Doz. 

17.8 

Doz. 

16.0 

Lb. 

7.8 

Doz. 

4.75 

Doz. 

1.66 

Lb. 

7.8 

Doz. 

14.53 

Doz. 

41.25 

Doz. 

45.3 

Doz. 

51.0 

Doz. 

5L96 

Doz. 

21.3 

Doz. 

22.19 

Doz. 

24.46 

Doz. 

17.8 

No. 

4.5 

Doz. 

17.8 

Doz. 

16.0 

Lb. 

7.8 

Sft. 

0.11 

Lb. 

7.8 

Lb. 

7.8 
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The  Korean  Ambassador  to  the  American  Ambassador  at  Large 

EMBASSY   OF  THE   REPUBLIC   OF    KOREA 
WASHINGTON,  D.C. 

KAM  72/2  January  4,  1972 

Excellency: 

I  have  the  honor  to  acknowledge  the  receipt  of  Your  Excellency's 
note  of  January  4,  1972,  concerning  the  exports  of  wool  and  man-made 
fiber  textile  products  from  the  Republic  of  Korea  to  the  United 
States  of  America. 

I  have  the  honor  to  inform  Your  Excellency  that  the  proposals 
set  forth  in  Your  Excellency's  note  are  acceptable  to  the  Government 
of  the  Republic  of  Korea  and  to  confirm  that  Your  Excellency's 
note  and  this  reply  constitute  an  agreement  between  our  two  Govern- 
ments. 

Accept,  Excellency",  the  renewed  assurances  of  my  highest 
consideration. 

Dong  Jo  Kim 

Dong-Jo  Kim 
Ambassador 

His  Excellency 

David  M.  Kennedy 
Ambassador  at  Tjirge 
Department  of  State 
Washington,  D.C. 

[related  notes] 

embassy   of   the   republic   of   KOREA 
WASHINGTON,    D.C. 

KAM  72/192 

The  Ambassador  of  the  Republic  of  Korea  presents  his  compliments 
to  His  Excellency,  the  Secretary  of  State  and  has  the  honor  to  refer  to 
Article  13  of  the  Agreement  on  Wool  and  Man-made  Fiber  Textiles 
between  Korea  and  the  United  States  dated  Januarj^  4,  1972  and 
to  propose  that  the  following  list  of  traditional  "Korean  items", 
not  including  those  garments  tailored  to  conform  \\'ith  western  styles 
be  incorporated  into  the  Agreement  as  Annex  C: 

1.  Chima — The   long,    formless    and    ample   skirt   portion  of  the 
traditional  Korean  Chima-Chogori  dress  set. 

2.  Chogori — The  short  halter  type  blouse  or  top  portion  of  the 
traditional  Korean  Chima-Chogori  dress  set. 

3.  Bosun — An  ankle  boot-t^^pe  article,  wholly  of  cloth,  worn  by 
Korean  women  indoors. 
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4.  Fabrics,  not  exceeding  24  X  48  inches  in  size,  containing  hand 
embroidered  or  handpainted  Korean  scenes  and  used  primarily 
as  decorations  or  art  objects. 

5.  Handmade  carpets,  i.e.,  in  which  the  pile  was  inserted  or  knotted 
by  hand  and  classified  by  the  U.S.  Customs  under  TSUSA  num- 
bers 360.0500,  360.1000,  360.1500  or  360.7540. 

The  Ambassador  of  the  Republic  of  Korea  further  has  the  honor 
to  propose  that  if  the  foregoing  is  acceptable  to  His  Excellency,  this 
note  and  His  Excellency's  note  in  reply  shall  constitute  Annex  C  to 
the  Agreement. 

The  Ambassador  of  the  Republic  of  Korea  avails  himself  of  the 
opportunity  to  renew  to  the  Secretary  of  State  the  assurances  of  his 
highest  consideration. 


Washington,  D.C.  September  20,  1972 


department  of  state 
washington 

September  20,  1972 

Excellency: 

I  have  the  honor  to  acknowledge  receipt  of  your  note  of  today's 
date  which  reads  as  follows: 

"The  Ambassador  of  the  Republic  of  Korea  presents  his  compli- 
ments to  His  Excellency,  the  Secretary  of  State  and  has  the  honor 
to  refer  to  Article  13  of  the  Agreement  on  Wool  and  Man-made 
Fiber  Textiles  between  Korea  and  the  United  States  dated  Janu- 
ary 4,  1972  and  to  propose  that  the  following  list  of  traditional 
"Korean  items",  not  including  those  garments  tailored  to  conform 
with  western  styles,  be  incorporated  into  the  Agreement  as  Annex  C: 

1.  Chima — The  long,  formless  and  ample  skirt  portion  of  the 
traditional  Korean  Chima-Chogori  dress  set; 

2.  Chogori — The  short  halter  type  blouse  or  top  portion  of  the 
traditional  Korean  Chima-Chogori  dress  set; 

3.  Bosun — An  ankle  boot-type  article,  wholly  of  cloth,  worn  by 
Korean  women  indoors ; 

4.  Fabrics,  not  exceeding  24  X  48  inches  in  size,  containing  hand 
embroidered  or  handpainted  Korean  scenes  and  used  primarily 
as  decorations  or  art  objects; 
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5.  Handmade  carpets,  i.e.,  in  which  the  pile  was  inserted  or 
knotted  by  hand  and  classified  by  the  U.S.  Customs  under 
TSUSA  numbers  360.0500,  360.1000,  360.1500,  or  360.7540. 

"The  Ambassador  of  the  Republic  of  Korea  further  has  the  honor 
to  propose  that  if  the  foregoing  is  acceptable  to  His  Excellency,  this 
note  and  His  Excellency's  note  in  reply  shall  constitute  Annex  C 
to  the  Agreement. 

"The  Ambassador  of  the  Republic  of  Korea  avails  himself  of 
the  opportunity  to  renew  to  the  Secretary  of  State  the  assurances 
of  his  highest  consideration." 

I  have  further  the  honor  to  confirm  that  the  proposal  contained  in 
your  note  is  acceptable  to  the  Government  of  the  United  States  of 
America. 

Accept,  Excellency,  the  renewed  assurances  of  my  highest 
consideration. 

For  the  Secretary  of  State: 
Willis  C.  Armstrong 

His  Excellency 
Dong  Jo  Kim, 

Ambassador  oj  Korea. 
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90.  Letter  from  Nam  Duck-woo,  Deputy  Prime  Minister  to  Hon.  Daniel  Parker, 
Administrator,  AID,  May  23, 1975 


^ 


ECOSOmC   PLANNING  BOARD 
REPUBUC  OF  KOREA 
Kot^a 


Hay  23,  1975 
Th#  BonorabX*  Danial  Parker 
JUbiBistrator 

WMhington,  D.C.  20523 


OMUr  Mr.  FarKari 

Z  vl*h  to  thank  you  oimo  Higain  for  your  hospitality 
during  sy  recent  vlait  to  tlio  Dnitod  states,  and  for  your 
vottrtooua  and  sympathatlo  dlacuialona  vlth  ■•  on  pr<A»l«ma 
of  mttu«l  intaroat  to  our  gormrraamatM ,   including  the  0.8. 
OAvelopmant  Loan  Program  in  Koraa. 

TlMi  DavelopBMnt  fioan  Progsaal  ^krottgh  tlia  aMdlutt  of 
thm  ]iia1i^i«A*a  first  thrao  Iteenomlo  OavaXopsiont  Plans/has 
mtdo  a  Yitsl  oontribution  to  the  astablishnsnt  of  a 
foundation  for  national  growth  and  achiavement  vhioh  tiould 
not  otherwise  have  bean  attai«|idll«> 

file  naturnX  objective  of  suc^  *  loan  i^rogra»  is,  of 
eourse,  to  generate  self-sustalnintf  eoononi6  growth  and 
tiras  «ake  itself  eventually  unaeeessery .  The  Program 
hMB   been  renarkably  successful  in  aoving  toimrd  this  end. 
The  shars  in  the  X^nrean  nat;|tmiil  tmdget  of  oounterpart- 
fMids  generated  by  tha  Program  has  decreased  in  both 
absolute  knd  relative  terais;  iMhil#^^the  pvojlicts  to  Which 
its  funds  have  been  a|»plied,  as  well  as  othors  for  which 
they  iMive  provided  aoMentuM,  are  iMw  contributing  far 
«olre  to  the  national  eoonoay  than  ialtiel  loan  costs. 

The  Program  has  also  helped  t<^  develop  the  desirability 
of  Morea  as  an  increasingly  sophisticated  source  and  amrket 
partner  for  your  nation *s  eonstercial  and  industrial  coBBunity, 
«s  indicated  by  the  fact  that  in  1974  two-way  trade  amounted 
to  $3.2  billion,  composed  of  R.O.K.  exports  of  $1.5  billion 
and  imports  from  the  U.S.  of  $1.7  billion.  This  effeictr  we  l  >^ 
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^li«ve,  has  sttrvcd  U.S.  intar«st«»  and  provides  a 
ooBslderabla  maaaxira  of  justification  for  the  Prograa 
and  for  the  favorably  repayment  teras  it  offers. 

In  this  context  it  is  on  the  one  hand  reasonable  and 
proper  that  the  Pro9raxD  should  gradually  be  curtailed 
with  the  growth  and  increasing  strength  of  the  Korean 
•oonony  and  the  availability  of  loan  funds  fron  other 
institutional  and  private  sources r  and  on  the  other  hand, 
in  view  of  the  current  recession,  mutually  desirable 
that  it  be  continued  in  •omm   measure  for  as  long  as  it 
significantly  helps  to  iMintain  Korea's  grovth  in  a 

I  Banner  which  contributes  to  U. 8. -Korean  politico-economic 

\   iatereets. 

.■'.:'        DLP  funds  provided  during  the  First  Pive-Tear  Sconcsiie 
Development  Plan  (19<2-196()  totalled  9235  million,  during 
the  Second  Plan  (1967-1971)  $157  million,  and  during  the 
first  four  years  of  the  Third  Plan  (1972-1976)  $100  million. 
While  this  tapering  off  has  been  understandable  and,  in 
principle,  appropriate,  X  would  like  to  respectfully  but 
urgently  contend  that  it  would  not  be  in  the  U.S.  interest 
-  not  to  speak  of  Korea's  -  to  totally  phase  out  the 
Wogram  at  the  end  of  this  U.S.  fiscal  year  as,  we 
understand,  has  been  oontesiplated. 

I  will  not  burden  this  letter  with  a  resume  of  the 
extremely  critical  problems  which  have  arisen  to  confront 
Korea  as  a  result  of  the  current  international  receasion 
and  the  sharp  rise  in  the  costs  of  petroleum  and  other 
essential  raw  materials,  and  the  effect  of  these  phenomena 
on  the  pece  of  domsstic  eeownmio  activity  and  on  the  nation's 
balance  of  payments  position. 

To  these  must  be  added  our  current  profound  eonoern, 
which  X  am  sure  yovur  government  shares,  that  the  nation's 
dofenee  posture  be  intensified  to  meet  any  possible 
contingency  si ssii  \ ng  from  recent  developments  in  Asiar 
•a  intensification  which  is  not  possible  without  committing 
an  even  greater  share  6f  our  scarce  national  resotirces  and 
wealth  to  goods  and  activities  which  contribute  little  or 
nothing  to  that  overall  national  economic  growth  which  is 
in  our  mutual  interests. 
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Witliin  this  troubled  eoatmxt  our  qovrrmmnt   is  new 
fMnmlAting  its  Fourth  Fivo-T^ar  Bctononie  Dovclopnont 
FlSA  for  If 77*1981.  Z  neod  not  sssnro  you  that  in  our 
planning  ve  ara  saaking  to  ta)ta  tha  utmost  possibla 
advantaga  of  thoaa  assats  wa  hava  and  of  tha  growth  wa 
haira  thus  far  achiavad,  not  SMraly  to  improve  oxir  lot 
batt  to  eontinua  to  survive  aa  a  nation.  Under  the 
present  oirotnuitanoes  there  is  little  question  that  the 
oatitiaaation  of  tha  Development  Loan  Program,  at  least 
SAfcil  the  international  aoonoAlo  sj^tuation  permits  us 
to  aehiave  a  level  of  inoona  and  socport  suffioient  to 
sustain  tha  maintaaanoa  and  growth  of  the  lorean  (Koonoaiy, 
aonatitntas  a  contribution  for  which  there  is  no  effective 
avbatitttte.  '  Tha  ooatinuatioa  of  tha  Program  during  this 
difficult  period  would  help  to  avoid  a  serious  deterioration 
ill  our  acoacnie  situation,  which  would  delay  our  ability 
to  maintain  a  raasoxiabla  level  of  growth  and  reduce  Korea's 
capability  to  contribute  to  your  nation's  interests* 

Z  am  confidant  you  will  give  your  close  and  careful 
eoaaideration  to  the  position  I  have  outlined  here,  and 
Z  siaearely  hope  you  will  recognise  the  mutual  interests 
to  be  served  by  the  continuation  of  the  Development  Loan 
Frogram  in  Korea. 

nianking  you  once  again  for  your  many  personal  as 
wall  as  official  courtesies,  and  loolting  forward  to 
hearing  from  you  at  your  earliest  convenience,  I  remain 

Sincerely  yours. 


Duok-K«o  Ham 

Deputy  Prima  Minister 

and 
Minister  of  Bconomic  Planning 
Board 

t  Mr.  M.H.B.  Adler 
4)|j:ector 
USAID/K 
Seoul,  Korea 
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91.  Letter  to  Hon.  Richard  L.  Sneider,  U.S.  Ambassador  to  the  Republic  of 

Korea,  May  23,  1975 


y  ^ : .  -■■  ■ 

EA/ 

■  - 

POL.  CfF.  1 

EZaiStL 

PCL  O'rr.  II 

rcori  ncp^ 

FILE 

May  23,  1975 

^cZir^o/ 

i 

Tho  I!onorable 
Richard  L.  :jaciJcr 
Caitcd  S Cites  iilRslon-Korca 
Seoul,  Korea 

Dear  Kr,  Acbascador: 

I  ca  cnclcr;la!c;  the  report  on.  ciy  recent   trip  to  Korea.     Ac 
vsuaI,   liliic  i.dicr  flrvd   tha  econorrjlc  scaff  hiive  bcca  fcxtrenoly 
bslpfol  in  providing  cm  with  relevant  cxicerial  and  la  caUiag 
eppolct=s:ntc. 


You  ciay  find  uy  conclusions  a  bit  harsh  but   I   think  tlvit 
t!^d  c;cpGrl<'acc  or   cho  past   fc^  t^onths  juatiticd  thpa.     liie  alze 
of  ttla  ye:ir's  expected  baianr.c~oi-v>a>-j;'jata  deficit   is  partly 

Cxporx  iacccxx  13  ceciinins. 


I  have  th«  BrcatC3t  respect  for  the  cbillty  of  tho  ecoro;alc 
leadershto  and  Uiclr  staff,   ^jozrc  of  trhoia  I  Cuivc  Unova  siuco  I'Jol, 
I  oa  convinc«id  frora  ny  conversations   tJiat   tney  coc  the  cl£:uatloa 
OS  X  do  but  dra  coa:;tvalniid  by  i'rcsi'iontlal  dlrectivca   to  c»irry 
out  a  task  that  tconer  or  later  will  lead  to  a  bcrlouo  cucback 
lo  the  race  of  grovth* 

.  '  '       Sincerely  yours, 


Sndosure 
cc: 


S 
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Korea  Trip  Report 


>^>'V^^V     May  15-18,    L975 


Introduction  and  Sunrniary 

•a-,".  ■.   .  u.'\  •        -v^i 

1,   The  full  f-.Vrce  of  the  world  recession  struck  Korea's  exports 
In  the  second' half  of  1974.   The  consequences  are  still  being  felt. 
The  government  has  in  general  refused  to  accept  the  balancc-of- 
paynents  constraint  on  growth,  ccntinued  to  aim  at  a  target  of  6-771 
and  resorted  to  devaluation,  nassive  short-term  foreign  borrcving 
and  Increasingly  more  stringent  controls  over  imports  to  offset 
the  consequences  of  its  expansionist  policy  on  the  balance-of- 
paymcnts. 


In  1975  one  can  expect 
a) 


I 


a  continuing  rapid  Increase  of  prices  (25%  for  tpe 
year),  ';   /  . 

b)  rising  Industrial  production,  / 

c)  higher  imports  than  in  1974  unless  offset  for  a  few 
months  by  controls,  and,        •  / 

d)  a  larger  balance-of-paycents  current  account  deficit. 


In  the  longer  run  (1976  and  beyond)  the'  perspective  is  one  of: 

I '    ! 

a)  a  growth  policy  making  only  nodes t  concessions  to 
the  expected  harsher  world  economic  climate  of  the 
1970's,  ;    I   .  i 

b)  a  continuing  deficit  in  central  government  operations, 
reducing  government  savings,-  -;    j 

c)  a  tendency  to  substantial  deficit  in  the  balance-of-   < 
payments  current  account  in  spite  of  rapidly  rising 
exports,  and  ~"  ..     j 

d)  an  increasing  burden  of  debt  service. 


A.   TIjc  Korean  Govcniuicnt's  economic  policy  can  only  be  charac- 
tcrlzfeil_as.  irresponsible- in  view  of  its"  balance -of -payments 
situation.   There  scci^  to  be  a  new  divergence  in  the  past  two 
years  between  the  reqt:irccents  of  the  political  leadorsJiip  and 
the  continuation  of  Korea's  past,  successful  }',ro'..'th  policy.   The 
United  States  should  use  its  influence  through  the  IMF  and  IBRD  and 
bilaterally  to  support  a  nore  j-igorous  stabilizatXpn  program. 
There  is  reason  to  believe  tliat  both  the  economic  leadcrsliip 
within  the  Korean  goverauent  and  in  the  staffs  of  the  international 
Institutions  would  respond  favorably. 
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•  11 

The  Short-run  Persnocttve  J 

4.  Dovaluntlon  nnci  £.yn3nsion>-  Tl:e  history  of  the  months  October 
thru  x\pril  are  dominated  by  tl>e  Decenber  devaluation  and  the 
government's  attempt  to  re-Inflate  the  economy  which  ceased  to 
grow  as  the  export  level  declined  last  suuuiicr.   Tl»e  dcval  lat  ion,  " . 
originally  planned  for  Oi-toocr,  was  postponed  to  December.   The 
news  leaked  and  Importers  stepped  up  orders.   T'ue  devaluation 
Itself  was  accorrprTnlcd,  not  by  a  stabilir.at ion  proi^ram,  fpaturlns 
the  usual  credit  nnd  budjot  restraints  and  a  realignment  of  internal 
controlled  prices  to  olinir.ate  or  r;.-ilucc  subsidy  elements  and  to 
reflect  the  new  exchange  rate,  but  by  an  arcclcratlon  of  budget 

'expenditures  anJ  thy  er.larneront  of  the  deficits  In  the  j^rain 
inana^cccnt  and  fertilizer  accounts.   Altho-jj'.:  credit  to  the  private 
sector  has  been  son:owhat  restrained,  dcr^estic  credit  (the  total  to 
•  both  the  public  and  private  sectors)  has  been  rising  at  the  rate 
of  COZ  per  year  In  the  period  Dcccr.ber  to  April.* 

5.  Industrial  production  has  responded.   From  the  low  In  November 
throuj;h  March,  th.e  index  rose  137,  and  is  now  771  over  the  earlier 

V  July  peak.   It  Is  not  clear  where  this  incremental  production  Is 
.  V-V  Soi^'S  since  exports,  the  t:ajor  outlet,  regains  depressed.   Sonie 
* /■   of  it  s:ay  be  In  inventory  accuir.ulation.   i'-riccs  c.tnctnue  to  rise 

rapidly  --  12"!  for  the  year  tI-.rour;!>  April.   The  prospect  Is  for 

at  least  2b/,   during  the  course  of  the  year. 

6.  The  governr.icnt  wrested  out  of  the  IMF  a  curious  standby 

.  feature  wliich  permitted  a  32Z  increase  in  domestic  credit  this 
year,  of  which  237.  would  take  place  in  the  first  half  and  97.  In 
the  second!   As  of  April,  the  cumulative  increase  was  \G.C7..      All 
this  was  based  on  the  governincnt  scenario  of  rislnj;  production 
propelled  by  internal  demand  measures  early  In  tlie  year  and 
foreign  sales  later  on.   Since  the  projected  sustained  upturn  In 
export  orders  has  not  yet  nateriall;:e.d,  the  Govcrnmont  is  faced 
with  a  choice  of  either  braking  sharply  In  the  next  few  months 
or  negotiating  an  amcmiucnt  to  its  standby.   Althouj;h  sore  minor 
measurcn  r.uny  be  tnlcn,  the  funo'r.r.ental  monctary/f isral  plan  whl'h 
revolves  around  the  deficit  In  the  grain  management  and  fertlltxer 
accounts  seems  to  be  set  for  the  year.:  Any  icajpr  changes  would 
require  some  .politically  wrenching  price  increases. 


♦Money  supply  (Ml)  declined  because  of  the  enormous  B/P  deficit 
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7.  .  The  n«i  lance -of -PiT.^icnts  -  Th  ecattr~64*€ae_f  rorathc  Korean  pr>  int 
of  vlev;  is  that  exports  vill  i^zov   sufficiently  so  ltl»aE"lHicir  plan 
will  be  successful,   Thoy  emphasize  rccci'^ts  hocausc  their  internal 
expansion  precludes  import  savinr.s.   ExpnVts  in  the  first  quarter 
are  117.  below  last  year.  The  leadins  innicatnr,  export  LCs  opened 
Is  3Z  belov;  in  the  first  four  ir.onths.   The  C;i.hacsy  estimate, 
tfiat  exports  will  be  about  the  sa-.c  as  last  year,  seems  the  most 
likely  outcome.   Imports  this  year  on  the  other  hand,  inflated  Uy 
the  anticipation  of  the  devaluation  are  32%  above  the  first  quarter 
of  1974.   Import  licenses,  stimulated  by  the  new  expansionary 
potlcy  and  the  fear  of  direct  restrictions  regained  surprisingly 
hiSh  through  March  for  a  post  devaluation  period.   There  was  a 
decline  in  April,  possibly  resulting  fronj  higher  import  margin 
requirements  and  some  new  controls.  The  table  below  provides  the 
latest  estimates  of  the  current  account  and  how  it  might  be 
financed.  •   I  • 


1. 
2. 
3. 
4. 
5. 
6. 


7. 

8. 

9. 

10. 


Balance -of -Payments* 
(In  billions  of  dollars) 


Exports 

Imports 

Trade  Balance 

Net  Invisibles  &  Transfers 

Current  Account 

Capital  Account,  Total 


a. 

b. 


Long  Term,  Net 
Short  Term,  Net 


Reserves       :    . 
Year  End  Holdings 
Reserves /Imports  (in  weeks) 
Debt  Service  Pvatio 


1974 
4.5 

1975 
4.5r 

6.2 
-1.7 

6.7  - 
-2.2 

-0.1 

-0.2 

-1.8 
2.0 

-2.4 
2.4 

1.2 

1.6  ' 

0^ 

0.8 

.. 

■'■'_.'    _. 

-1.1^ 

1.1 

9 

8- 

12.4 

15.2 

*Errors  &  Ommiss ions  omitted 


8. 


I    :  export 

The  government  stoutly  maintain  a  rock  bottom /estimate  of  $4.3 


billion  and  feel  they  probably  cannot  push  imports  below  $6.7 
billion  if  they  arc  to  maintain  the -desired  degree  of  industrial 
momentum,  i.e.,  a  5-6)1  growth  in  GUP.      Short-term  debt  outstanding 
has  already  risen  about  $500  aillion  since  December-.  ,  Korea  could 
probably  borrow  a  few  hundred  million  dollars  more  and  "squeak 
through"  but  the  prospect  puts  the  country  very  close  to  a  liquidity 
crisis  and  the  danger  of  a  debt  rescheduling  which  would  have  , 


/ 
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disastrous  effects  on  Its  crcditwortlilncss  for  years  to  come. 
Whichever  esticiatc  turns  out  to  be  rl};l»t,  the  basic  point  Is  that" 
Korea  will  hcve  by  the  end  of  this  year  (and  In  fact  right  now) 
too  Duch  short-t^rrs  debt.   It  is  too  nuch  In  the  sense  that  it 
Is  twice  as  his-t  '"-s  rcscr/cs  and  that  the  U.S.  bankers  do  not  feel 
that  they  can  provide  aurh  more.         j 

■v        .  .  ! 

10,   The  i^ovcrnnitnt  clearly  recognized  that  the  danger  exists  and 
that  the  usual  coerces  of  credit,  U.S.  banks,  U.S.  aid,  the  IBRD 
and  U\F   cannot  provide  no  more  this  year  than  already  drawn, 
conunitted  or  planned  to  be.   It  has  turned  to  the  Middle  East, 
with  a  special  mission  consisting  both  of  the  Prine  Minister  and 
financial  officials  that  returned  the  week  of  May  12.   According 
to  the  Korean  negotiators ,  the  response  of  possible  creditors  was 
that  the  fall  of  Vietnam  had  weakened  -the  Korean  security  position. 
Any  credit  available  would  be  of  the  1-3  year  type.   How  much  is 
available  is  not  clear.   The  original  Korean  target  was  a  ^300 
nlllion  tnediun  tern  loan  from  the  Saudi  Arabian  Monetary  Ajithority. 
(See  Seoul  3593)  j     : 


/  ■ 

HI      I    :        / 


The  Longer  Run  '     :       / 

11.  The  balance-cf-navcents  and  debt  service  in  1976  and  beyond. 
With  liquid  resources  --  reserves  plus  short-torn  borrowing-stretched 
as  tight  as  they  are  now,  not  only  can  they  not  be  relied  on  again 
but  son:e  new  mediun  and  long-term  borrowing  will  have  to  be  ■us'ctf 'to 
pay  off  and.  In  effect,  consolidate  the  short-tena  debt.   Furthcr- 
uorc,  net  tiediun  and  long-term  capital  is  extraordinarily  high  this 
year.-  .The  ^£^l£  otx   which  IMF  resources  are  being  used  and  the 

use  of  mcdluiii/syndicatcd  bank  loans  cannot  be  repeated,  and  suggest 
that  net  long  tent  capital. inflow  will  be  two-three  hundred  million 
dollars  less  next  year.   Roughly  then  the  first  billion  dollars  of 
incrcn-vintal  export,  earnings  in  1976  over  the  1975  level  (over  a  2GZ 
increase)  xvill  have  to  be  eamvarked  to  closing  ti)c  balanre-of- 
paysicnt  gap.   Only  receipts  above  this  level  ran  be  used  to  pay 
for  ailJitional  irports.   Unless  exports  increase  at  least  to  six 
billion  dollars  next  year  (a  one  third  increase)  It  will  be  dirflrult 
to  maintain  a  growth  rate  of  more  than  3-Ayi.   In  other  iifords,  Korea 
will  likely  to  be  forced  into  the  slowdown  next  year  tliat  It  is  now 
trying  to  avoid. 

12,  The  debt  service  ratio  is  estlinatcd  to  rise  to  J5l_iJils  year 
(See  Seoul's  A-96)  Iron  12Z  in  197A.   This  statistic  docs  not  take 
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Into  account  the  servicing  cost  of  short-term  debt  which  will  be 
approxinately  $200  railllon  or  3.57,  of  total  earnings  in  1975. 
Althou-jh  servicing  of  short-term  debt  Is  normally  left  out  of  the 
calculation  of  the  debt  service  ratio,  an  adjustnent  needs  to  be 
made  because  of  the  extraordinary  level  of  shbrt-temi  borrowing. 
Realistically,  this  vill  also  be  necessary  because  some  racdium- 
term  (three  year  and  above  in  the  special  Korean  terminology)  or 
possibly  long-tens  borrowing  will  be  necessary  In  1976  to  consolidate 
short-term  credits.   It  will  then  appear  in  the  debt  service  ratio. 
Arbitrarily  taking  half  t!ie  servicing  cost.  I.e..,  a  level  equivalent 
to  nild-1974,  v;oald  bring  the  ratio  in  1975  to  about  17%. 

13.  Projection  in  the  longer-run  depends  mainly  on  export  earn- 
ings and  the  si::e  of  the  current  account  deficit.   Discussions  of 
the  Fourth  Flan  (1577-31)  now  going  suggest  an  export  Increase  of 
10-15%  In  volice.  Adding  to  that  a  57.  annual  price.  Increase,  which 
Is  rather  high  in  view  of  past  experience,*  would  result  in  export 
earnings  rate  of  Increase  of  16%-21%  per  year.   It  would  appear 
that  the  "pessimistic"  projection  in  A-96  is  realistic  or  even 
perhaps  optisistic.  Starting  fron  an  adjusted  177.  in  1975,  the 
service  ratio  would  be  over  20%  by  1980.   Moreover,  the  prospect  ' 
of  a  steady  increase  in  the  debt  service  ratio,  already  at  a  hii^h 
HH  level,  could  dar:pea  the  enthusiasm  of  private  creditors  before  then. 

IC,  •Subsidy  Policy.   The  grain  and  fertiliser  subsidy  first  began 
to  assuiae  fiscal  significance  in  FY  1973  (Same  as  CY) .   Initially 
their  purpose  was  to  subsidize  the  farmer  and  protect  the  consumer 
from  the  increase  in  international  grain  piriccs.   The  .situation 
has  deteriorated  to  the  point  where  the  combined  subsidy  trill  he 
330  billion  won  this  year,  equivalent  to  about  3.5%  of  CKl*  and 
only  slightly  snaller  than  the  defense  budget.  .  It  cwy  take  several 
years  to  reverse  tf.fc  policy.   In  the  meantime,  it  reduces  govern- 
ment savings  .and  acids  to  Inflationary  pressure. 
. »  .       •  -  ■  i 

17.  Future  P^annlnn.   Judging  from  conversations  at  the  Development 
Institute  and  a  firi;t  craft,  Korean  strategy  for  the  Fourth  Plan'l.s 
only  Lsodificd,  but  net  fundamentally  changed,  from  the  t^raud  d.^slj-.n 
for  1931  published  In  1973.   "aslcally,  the  shift  to  heavy  Industry 
would  be  slover,  c:i:?rgy  saving  activities  would  be  stressed,  and 
the  traditional  labor  intensive,  capital  saving  industries  will 
continue  to  play  the  Eajor  role.   Export-led  development  will  remain 
the  ruijor  thezc.  No  real  effort  has  yet  gone  into -a  long-range 
market  stuit^y  of  the  desiand  for  Korean  exports.  The  basic  spthodology 
is  rather  an  extrapolation  frori  the  Japanese  and  the  Taiwanese 
experience.  The  adjustment  in  heavy  Industry  Is  already  tAking 
place.  A  laajor  steel  project  has  been  postponed  Ind^rinltcly  and 

*Therc  vas  no  increase  in  c::port  unit  value  from  1963-1972. 
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the  steel  production  tnrgct  for  1930  Is  about  7  million  tons  cof.<parrd 
to  12  million  ton  tvo  ycnrs  ago.   The  new  shipyards,  whlcli  liavc 
already  launched  big  tankers,  have  a  dim  future  unlcr..-.  an  expensive 
conversion  to  other  typos  t»f  ships  or  r-anufactures  ran  be  carried 
out.   The  growth  tar-et  is  about  97.,  I.e.,  only  slightly  less  than 
recent  history  but  substantially  less  than  tlie  117.  earlier  projected. 
It  Wtiuld  nppcnr  that  the  future  outlook  remains  tinted  with  the 
same  optimism  as  the  present  official  policy. 


IV     •    i 

Conclusion  and  Conseo.t'ences  for  U.S.  Policy 

|l8.   Korean  econcnitc  policy  In  the  pa^t  six  months  can  only  be 
[characterized  as  irr^saonrlbl?.   To  choose  to  expand  rather  than 
'cut  back  in  a  tine  of  rising  balance-of-paymcnts  deficit  ulth  low 
reserves  and  short-terc  credit  already  heavily  utilized  Is  an 
extrcrrcly  chancy  operation.   The  econonlc  leadership  knows  the 
risks  and  Is  clearly  worried,  although  It  rigidly  declares  that 
everything  Is  for  the  best  to  inprcss  potential  creditors.   They 
arc  obviously  under  great  political  pressure  to  nvaincain  groi;th  and 
employment  so  as  not  to  aggravate  an  already  tense  politlral 
situation.   At  this  point  they  are  in  scarrh  rf  some  ninor  miracles  — 
a  huge  upsurge  of  '.'xport  orders,  §300  million  of  balancc-of-payrr.ents 
assistance  from  Saudi  Arabia,  etc..  In  other  words,  anything  but     ' 
slow  the  economy  down  and  live  on  inventories  for  six  months  or  a 
year  as  Taiwan  lias  been  doing  since  the  beginning  of  197A.   The 
price  -  little  or  no  growth  for  a  year-seems  too  high  to  pay. 

19.   Bilateral  Assistance.   The  United  States  has  resumed  shipment 

under  its  ?.L.  A30  "cocraltrjent"  (arising  out  of  the  1071  textile 

agreement)  of  about  $100  million  per  year.   About  $350-400  nllllon 

remains  to  be  comniitted,  of  which  after  deduction  of  the  curromy 

use  and  downpa>T.'.ent  portions,  about  70%  represents  concessional 

aid  J   The  development  loan  con^ltir.ent  of  $100  mill  f  on,  also  arising 

from  the  textile  agreement,  will  be  flnish.ed  this  fiscal  year.   The  basic 

Issue  is  when  does  Korea  "graduate"  from  the  highly  ronress tonal 

terms  on  which  U.S.  assistance  has  normally  been  'jxtended.   It  has 

a  per  capita  GKP  of  over  $500.   Actually,  a  DL  phase  out  would  have 

occurred  five  years  330  when  income  was  half  this  level  (in  current 

dollars)  but  did  not  because  of  the  textile  issue.'  In  view  of  the 

post-Vietnan  situation  and  Korea's  balance-of-payraent  situation, 

there  is  a  great  teaiptation  to  "help."   Even  though  the  amounts 

would  not  be  large  la  relation  Co  needs,  nothing  could  be  more 
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pernicious.   It  would  place.  In  effect,  U.S.  support  behind  the    ^ 
wrong  kind  of  pollc}'  now  being  pursued  and  weaken  the  Influence 
of  the  IMF  Just  at  the  point  when  it  Is  In  a  position  to  provide 
enough  assistance  to  exert  some  Influence  on  policy. 

Multilateral  Assistance.      ,'         | 

20.  At  this  point,  multilateral  Institution  balancc-of-payments 
assistance  is  of  more  significance  than. bilateral  sources.   The 
IBRD  has  contributed  about  $200  million  in  program  and  program- 
like asslstaact;'*  this  year  and  is  apparently  cbnsidering  another 
program  loan  late  this  year  or  early  next  year.   The  Koreans  are 
expecting  about  $200  million  from  the  IMF,  partly  from  the  oil 
facility  and  partly  from  the  Extended  Fund  I-'acility.   But  the  ' 
institutions,  be.-nuscd  by  Korea's  generally  good  reputation,  have 
only  begun  to  examine  seriously  the  sfiortromings  cC  the  present 
policy.   For  example,  the  present  terms  -of  the  standby  covering  a 
potential  second-credit  tranche  drawing  ($25  million)  are  quite 
unrealistic.   But  the  Fund  staff  is  now  making  an  effort  to  impress 
the  government  v.-ith  its  intent  to  hold  to  these  terms.   A  recent 
IBRD  mission,  expressed  dissatisfaction  with  "demand  management," 

a.   hopeful  sign.  .    ]  ' 

21.  The  next  key  decision  point  would  be  IMF  Board  consideration 
of  an  extended  fund  dra'.ving.   The  United  States  could,  in  this 
connection,  exert  some  influence  with  Korea  and  with  the  IMF  staff 
support  to  establish  a  more  rigorous  stabilir.atlon  program.   If 

it  were  to  attach  similar  econo^iic  conditions  to  the  timing  (not 
the  amounts)  of  furtlier  P.L'.  A80  assistance  and  put  a  definitive 
end  to  the  D.L.  program,  the  effect  could  be  decisive  in  giving 
the  economic  leadership  enough  influence  to  convince  the  President 
that  new  policies  were  required. 

22.  Unfortunately,  Korean,  politics  and  the  economic  policies  that 
have  led  to  tlie  impressive-  development  of  the  past  thirteen  years 
arc  diverging.   Continued  manipulation  for  short-term  political 
gains  can  lead  to  increasing  long-term  damage  by  dissipating 
savings  and  sieving  growth  and  by  precipitating  a  balance-of-payn'.ents 
crisis.  A  U.S.  stand  now  tcould  be  in  line  with  our  long-tori:  politit'al- 
intcrests  and  presumably  our  short-term  ones  as  well. 


"^       *  >Iay  23.  1975 

♦Credits  to  the  Korea  Development  Bank,  the  KDFC  and  the  Medium 
Industry  Bank  for  relending  for  industrial  projects  are  being  used, 
by  means  of  import  restrictions,  to  channel  machinery  imnorts  away 
from  cash  or  short-term  credit  purchases  into  the  World  Bank  and 
ADB  loans. 


Date: 

25   Sept.    1972 

REaiVED 

Ref.  : 

IK-5 

SEP  29  ^^7'^ 

fc  B  M  fi  P 
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92.  Intercon  Development  Corp.  interoffice  correspondence  from  C.  Y.  Catibayan 
to  Donald  Morse,  dated  September  25,  1972 

INTERCON   DEVELOPMENT  CORP. 
INTER  OFFICE  CORRESPONDENCE 

To:  Mr.    Don  Morse 

From:  C.   Y.   Catibayan 

Subject:  P^*««  ^'    ^S*'-5'   &'   7  s  8 


I  got  a  call  this  morning  from  a  Mr.  Odens  of  G  &  M  Export  Company  who 
is  the  representative  in  Korea  for  American  Laundry  Machinery,  Americaui 
Sterilizer  Co,  Sheldon,  etc.   He  wanted  to  know  how  Interoon  got  into 
the  picture  on  this  Pheise  I.   I  siraply  told  him  that  Intercon  is  working 
with  a  financial  institution  and  is  packaging  a  comniodity  loan  proposal 
for  the  Using  Agency.   He  said  that  he  thought  that  EXIM  bank  would  be 
the  loaning  institution  and  I  answered  him  yes  for  45%  only  while  the 
other  half  would  be  on  what  we  aure  working  now.   Mr.  Odens  understands 
it  now  so  he  told  me  to  relay  to  you  that  G&M  Export  Co.  will  be  happy 
to  work  with  Intercon,  provided  that  we  deal  with  them  on  aun   exclusive 
basis. 

As  advised  by  our  friend  James ,  I  should  not  make   any  direct  contact 
with  the  local  representatives  here  of  the  Stateside  firms  mentioned 
in  your  ISF-6.   This  matter  should  be  handled  at  your  end  and  you  cam 
tell  them  that  we  are  working  with  a  financing  institution  to  package 
this  commodity  loam. 

Both  Jaunes  auid  Peter  aure  scheduled  to  aurrive  Sam  Francisco  on  March  28th. 
I  had  a  long  meeting  yesterday  with  James  amd  it  wets  relayed  to  me  that 
since  there  aure  a  n\anber  of  suppliers  waiting  to  get  a  crack  on  this  deal, 
Chat,  they  are  afraid  our  planned  modus  operamdi  might  be  in?)ractical . 
So  they  gave  me  two  ways  of  handling  this  project,  as   follows: 

1.  Have  Interoon  (APEX)  worked  with  Bank  of  California  or  any 
other  institution  whereby  Intercon  would  be  the  borrower  and 
then  become  a  comnodity  lender  to  the  Using  Agency.  Exim 
bamk  g\iaramtee  will  be  issued  in  favor  of  Intercon.   Intercon 
would  maJce  a  direct  representation  to  Exim  bank  ais  the  lender. 
The  Exim  bamk  guauramtee  perhaps  oo\ild  be  assignable  to  the 
bamk  who  extends  the  loan  to  Intercon.   In  short,  Intercon 
borrows  from  the  bamk  amd  then,  uses  the  loan  for  buying  the 
materials  for  shipment  to  the  Using  Agency  under  a  commodity 
loam  arramgement. 

2.  If  Intercon  could  not  comply  with  the  foregoing,  they  will 
approach  Foremost  to  take  the  place  of  Intercon  as  the  lender. 
Intercon  (APEX)  would  then  concentrate  only  on  the  electrical 
amd  mechamicad.  portion  of  the  contract  while  Foremost  would 
supply  all  the  medicatl  equipment.  They  will  introduce  you  to 
Foremost  so  that  you  can  work  together  to  cone  iq>  with  one 
package . 
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I  personally  feel  that  no. 2  would  be  more  practical  for  us  since  it 
will  be  very  difficult  to  sell  Inter con  to  Exim  bank  as  a  comnodity 
lender  xinless  we  have  a  complete  support  from  a  financial  institution 
or  institutions.  When  you  talk  with  the  Foremost  people,  you  could 
probably  mention  Bamk  of  California  as  an  interested  party  to  do  the 
locm. 

I  am  transmitting  two  diecks  -  one  for  $2,000  for  James  euid  one  for 
$1,500.-  for  Dr.  Peter.  The  $1,500  is  the  ejcpense  money  for  Peter 
which  APEX  is  footing  for  representation  purposes.  Jeunes  is  teiking 
caze   of  himself.   I  suggest  that  while  they  aure  in  Sem  Fremcisco 
for  you  to  give  them  a  good  treatment. 

Reg£u:ds, 


Ck^^ 


Ends . 
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93.  Letter  from  E.  G.  de  la  Ossa,  Foremost  International,  to  Ki  Rim  Choi,  Sang 
Rim  Trading  and  Industries  Co.,  dated  November  6, 1972 


C>"<-l..r  ri.MK     Onr  PoM  Sirr.  I      S.v.  (-T..  .'.ro  CA  1-1104     (41bl  .TH  OU.I 

L.,i;..  roRCMiNi     Tpi-.  ncA7.'i//  HI  i;i).T.n 


tlovnr.ibcr   C.    19/^ 


I? 


Mr.    Kl   Rim  Choi 

President 

y.-^ntj   Rtm  TrpJirit;   ^'x   Industries    Co..,    Ltd. 

I. P.O.    Cox    7^03 

Seoul,    iLores 

Der.r   Mr.    Choi: 

Mr.  Rusf.el  I  ?.num  bns    ndvised  ne  of  thf?  Iptent  dcvclop;ni.Mitf? 
relating  to  the  Seoul  National  University  Hospit.?^!  Project. 

On  the  b.'^sis  of  this  inform.-! t Ion,  it  ir.    cur  decision  not  to 
pursue  this  project  further  nt  the  pre.rcnt  time. 

\iv.    do  th.'ink  you  for  your  in':*^rcr;t  in  Fore'no.'^t-Mc/vrT^ron,  Inc. 
and  perhaps  ve  m;iy  h-ive  fln  opportunity  to  vjork  to.'^ether  in  th? 
future  en  other  ventures  of  mutual  interest. 

Sincerely, 


Z.    G.  c.],-    la  0.srr- 
President 

bcc:   R.  H.  Baum/W.  R.  Giles  -fl^-Ii.'u  l.■^:\  '  ^fj 

R.  A.  Fuller 

H.  H.  Kizer 

Jr  C.  Klac^.ynski 

E.  Mikkelsen 

J.  F.  Rcbosio  (with  original  letter  for  delivery  to  Mi 
Choi  in  Seoul) 


,)  f()/c/nos/-/V/(  K(\sso/i  co/)ip<i/j> 
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94.  Foremost  intracompany  correspondence  from  J.  F.  Rebosio  to  R.  H.  Baum, 

dated  November  15,  1972 


mrmum^mt  ..,„,„ ,., 


I  N  T R  A  -  C  O  M  P  A  N  Y      CORRESPONDENCE 


TO  Mr.  R.  H.  Baum  -  San  Francisco 


N8V  i?  mn 

DATE  ,     15  Novettbef  19?i! 


FROM      J.   F.   Rebosio  -  Korea 


Dear  Russ: 

Hr.    Choi  received  the  letter  from  Mr.   de  la  Oaaa  yesterday.     And  of 
course  was  disappointed  in  the  decision  by  Foremost  not  to  pursue  the  SNU 
project. 

Mr,   Choi  informed  all  of  his  cohorts  about   the  decision.     Choi,   now 
comes  up  with  a  new  wrinkle.     He  now  wants  to  know,   if  Foremost  will  take 
the  project  if  he   makes  the  necessary  paj-ment   to  get  things   started.      Fcreco-jt 
would  be  asked  to  repay  him  after  the  contract  was  awarded  and  L/C  was  opened. 

I  told   Choi,   that  Del  had  already  made  the  decision  not  to  pursue  the 
project   further  and  doubted   if  San   Francisco  would  af^ree  to   his  new  plan  to 
the   project.      However,   he   still  v>ould  like   a  San  Francisco  comment,    so   could 
you  please  give  him  an  answer  at  your  earliest  convenience.     You  can  send  the 
reply  to  Choi  thru  me  using  the  AFC. 


Sincerely, 
J.  p.  REBOSIO 


'^"IT/i'T,  Oi^j  '•  !u.  1  r?  l?\S) 


/v.;n,--v 


'A    U 


<-i -j:>a  >.-.<  r  C^V-Vv-Q   TTi'U 
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95.  Foremost  International  intracompany  correspondence  from  R.  H.  Baum  to 
C.  F.  Loveland,  dated  December  1,  1972 


d  ForemostMcKcssiir)  e ump.ioy 

I  N  Vf  A  .  C  fi^^r  AMY   C  O  R  R 


December  1,  1972 


President's  Letter 

Department  Activities 

November 


ing  the  period  from  November  ^y'th^ough  November  8,/Bir^hop 
Flore^ and  Mr.  Peter  Ada,  Jr.,  Vice  President  of  the  Board/of 
Trustees,  were  in  San  Francisco  for  presentations  by  the/three 
architecture  and  engineering  firms  recommended  for  review  by  this 
department.   Upon  completion  of  these  conferences.  Rex  Allen  Part- 
nership/Mackinlay,  Winnacker,  McNeil  and  Associates  were  chosen 
as  the  preferred  group,  with  Skidmore,  Owings  &  Merrill  the  second 
choice  and  Frank  L.  Hope  6.  Associates  the  third.   Negotiations  v;ith 
/the  Rex  Allen  team  have  already  begun.   On  November  27,  Bishop 
/Flores  officially  appointed  Foremost-McKesson  as  the  managing 
developer  for  the  subject  project  for  both  Phases  II  and  III. 
Activation  of  those  two  phases  will  be  subject  to  successful  finan- 
cing being  developed  by  the  Diocese  vith  our  cooperation. 

KOREA^-  Seoul  National  University  Hospital 

^         On-site  discussions  in  Seoul  resulted  in  the  surfacing  of  a 

request  for  "front  money"  prior  to  the  signing  of  any  contract. 

This  was  turned  down  by  Foremost.   Later  correspondence  has  indi 
/cated  that  a  local  group  would  be  interested  in  handling  this  ar 
y As  a  result,  negotiations  have  been  kept  open,  but  only  under 
(   stringent  regulations  which  have  been  reviewed  by  our  Legal  Depart 

ment.   No  reply  has  been  received  to  our  outline  of  requirements. 


rea 


KOREA  -  Daeyle  Yanghaeng  Co.,  Ltd. 

The  principals  in  this  company  continue  to  be  optimistic  and 
are  now  anticipating  presenting  us  v.'ith  a  request  for  a  production 
specialist  to  be  on  scene  approximately  March  1.   The  terms  of  tlie 


— >"^'^f/9^/'/ 


P 


,i;  V 


U'^xJ^^^ 
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96.  Letter  from  K.  R.  Choi,  Sang  Rim  Trading  and  Industries  Co.,  to  E.  G. 
de  la  Ossa,  Foremost  Foods  Co.,  dated  December  9, 1972 


Sang    Rim    Trading    &    Industries    Co.,    Ltd. 

Exporters,    Imporlcrs,     Military     Suppliers    <t     Manufacturers 


Kt.  L.   G.   ae  la  Ossa 
Prpsidcnt 

Intprrational    biviFion 
Foreinor.t  Foods  Company 
Crocker  Plaza,    Onr   St.r-fot 
San  Frf.ncisco,    CA9^1Ci; 
U.    S.   A. 


Coblo    Add. 
KIRIMCHOl^ 
Int.  P.  Q.  Sq» 
Seoul,   Korea 
Telephone: 
72-8365 


Decrmbcr  9,  19?? 


2401 


Dear  Mr.   de  la  Ossa 


This   letter  wil]    be  handed   to  yovi    ty  Kr.    Cesfir  Y.   Catibr^yan,    presicent 
of  Intercon   Lcvelopxent  Co.,    Inc.,    with   i.hjch    f i rn   we   nave  had   buGintfs   relation 
for  mciny   years.    He   it;   not   Invited   Contractor  ct   the  Eighth   US  Arrtiy    i  r.  f.orf.a   but 
also  reputed   to  honest  among-   the   local   ccntractor   here. 

In  a   phone  call    to  Mr.   baum   with   Mr.   Kebcsio,    he   told   of    the  most  recet.t 
chanpe   In   our   plans,    we   dio   our  best   to   -.indersland  your  Foreniost-Mc^erscn ,    Inc. 
which   is  one   of   the   conservative   firms    i  r-    the   £ti.tes.   and    they   finaJly   af^^rc.c    to    ti.rin£ 
of  receiving   political   funds  upon  receipt  of   letter  of   credit.   Mr.    Catibayar.   '..'ill 
discuss   in  more  detail   upon  his  visit  tc   v&uf  office. 

I   do  wart  you    to  irccnsioer   of   th  i  r   n-.attct  .    I'li  betwtrn   the  cevil   ar^    the 
deeps,   besiaes,    I   explain  to  Mr.   baum   that   there   till   be   projects   of      renovaticii 
and   exjar.sicn   of   the   Public  Hospitals    located    thrcj.fh-out   th(    land   under   thic 
total   estimates  amounting   to  US$97   mill.ons   rtart   from  Jan.    1973.    1  lease   t^ike 
into  consideration  these  business  too. 


I   arain,    cordially   solicit   to   rever 
rivinf  grave  consideration   to   the   chanped    situ 


1    if   possible 


Catltayan  will    explain   In   details   to  you    in   pe 


your  uecision   on   th 

ticp.    In   this   connecticn  I>.r. 
son. 


Ihar.k   you   very   much   fcr  your   jalrcnage 


Sincerely   your 
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97.  Letter  from  E.  G.  de  la  Ossa,  Foremost  McKesson,  Inc.,  to  Donald  Morse, 
Intercon  Development  Corp.,  dated  December  12,  1972 


Foremost-McKcsson,  Inc. 


Crock"'  P\aia    Oie  fos!  Street     San  Francisco.  CA  94104 

December  12,  L972 


Intercon  Development  Co.,  Ltd. 

139  Mitchell  Avenue 

South  San  Francisco,  California   94080 

Attention:   Mr.  Donald  F.  Morse,  General  Manager 

Gentlemen: 


We  hereby  agree  that  upon  our  signing  a  prime  supply  contract 
for  the  Seoul  National  University  Hospital  facilities  in  Seoul, 
Korea  with  the  Government  of  the  Republic  of  Korea,  and  upon  re- 
ceipt of  a  Fifteen  Million  U.  S.  Dollars  (US$15,000,000)  irrevo- 
cable confirmed  Letter  of  Credit  in  favor  of  Foremost-McKesson, 
Inc.,  we  shall  promptly  contract  with  your  firm  as  a  subcontractor 
to  this  project  for  certain  mechanical  and  electrical  equipment 
and  services  (expected  to  total  approximately  US$5,000,000)  and 
will  honor  your  invoice  in  the  sum  of  Five  Hundred  Thousand  U.  S. 
Dollars  (US$500,000)  as  a  subcontractor  advance.   This  advance  is 
to  be  applied  against  amounts  due  you  under  the  subcontract. 

Very  truly  yours, 

FOREMOST-McKESSON,  INC. 


E.  G.  de  la  Ossa 
Vice  President 


cz.-^(D^^- 


EGDikmp 
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98.  Letter  from  R.  H.  Baum  to  J.  F.  Rebosio,  dated  December  14,  1972 


If 


Mr.  J.  F.  Reboslo 
Seoul 


Docember  1.4,  1917. 


R.  11.  B.Tum 
San  Francisco 


Seoul    NatioHrTl 
Uni'/ersity  Hospital 
Project 


Dear  Jnck; 


This  memorandum  is  in  ans^-'er  to  yours  of  November  15.   The 
comments  below  are  unofficial  and  "have  not  been  outlined  or  men- 
tioned to  Mr.  Choi,  the  Fischer  Engineering  group,  or  any  of  the 
Korean  parties  interested  in  the  hospital  projeci:.   They  will, 
however,  give  you  a  set  of  guidelines  regarding  our  future  posture 
regarding  the  total  project. 

As  you  know,  recent  developments  in  the  Seoul  National  Univer- 
sity Hospital  Project  have  revived  Foremost-McKesson' s  Interest 
in  the  project.   I  believe  that  Mr.  Choi's  presence  in  Korea  wfll 
facilitate  the  necessary  local  arrangements  which  will  remain 
outside  the  realm  of  Foremost  liability. 

Ovir  interest  in  the  proiect  will  be  maintained  only  if:   (a) 
Foremost  is  officially  approved  as  general  supplying  contractor 
under  a  cost-plus-fixed-fee  contract  and  (b)  the  basic  terms  of 
this  contract  include  the  following:  / 

1.  Simultaneously  with  the  signing  of  the  contract  with 
Foreraost-McKesson,  the  Government  of  Korea  agrees  to  open  an 
irrevocable  confirmed  letter  of  credit  In  favor  of  ForemostrMcKesson 
in  the  amount  of  the  loaned  funds  guaranteed  by  the  Export-Import 
Dank.   These  funds  shall  be  made  available  to  Foremost-McKesson  as 
follows:   (a)  US$?.25  million  (157.  of  the  cost  of  the  proiect  as 
estimated  by  the  Seoul  National  University  Hospital  staff)  with 

the  signing  of  tiie  contract  and  (b)  a  monthly  drawdown  based  on 
invoiced  services  and  shipping  documents. 

2.  We  will  not  be  bound  to  prior  agreements  regarding  pricing, 
subcontractors,  suppliers,  or  other  obligations  or  conditions  with- 
out our  approval  and  acceptance. 
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3.   V.'e  will  not  rccept  n  popition  of  liflbil.lty  for  qoocIb  or 

services  supplied  to  tlic  SNUH  ns  tlicir  np,ent  beyond  tluit  r,onir;illy 

offered  by  the  supplier  or  as  limited  by  nn   flgreoMiciit  /ipi-irov/cvl  by 
us . 

h.      All  jijoodn  nnd  norvi.ccr.  vi'.ll  bo  .'lui^pl  led  only  np,ninj^t  con- 
firmed irrGvocnl)lo  letters  of  crctllt  pnypblc  in  U.  S.  dollprn  in 
Snn  Frnnclsco,  Cnllfornla.   Services  uill  be  nvnilnble  nj^nlnrt  n 
Glgned  ngrecment  nnd  n    letter  of  credit  for  such  f;ervlces  before 
performnnce  by  reputable  firms  which  voill  post  a  performance  bond. 

5.  Should  SNUM  be  required  by  U.  S.  lending  npcncies  or 
guarantors  to  detnil  in  some  depth  the  total  proiect,  Foremost- 
McKcsson  would  be  hoppy  to  review  the  project  to  profess lonnl 1 y 
re-estnbl  1  sh  its  scope,  cost,  nnd  specific  nrcnf.    of  responsibility. 
This  detniled  ^nalyticnl  report  would  be  presented  to  SNUH  .ipproxi- 
mntely  90  business  dnyr  pfter  slgnin*;  on  ■njreement  of  nudit  iind 
recommendniion  on  n  cost  plus  bnsis  with  n  (guaranteed  minimum  of 
US$37,500  payable  as  follows:   1/3  at  the  signing  of  the  agree- 
ment, 1/3  at  61  days,  nnd  1/3  nt  90  'Ipyr  plus  any  resifkial  ovKn'j 

on  the  cost  plus  bare. 

6.  Korean-based  nnd  offshore  subcontractors  to  Foremost,  as 
general  supplying  contractor,  will  present  their  billings  for  ,'>oods 
end  services  in  such  a  manner  and  so  documented  as  to  insure  their 
accpotance  under  audit  by  financial  institutions,  governmental 
agencies,  and  taxing  bodies  both  In  Korea  nnd  the  United  states. 

nest  regards, 


E.  G.  de  la  Ossa 

R.  A.  Fuller 

J.  C.  Klaczynskl 
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99.  Intercon  Development  Corp.  memo  for  the  record  by  Donald  Morse,  dated 

December  15,  1972 


llMi 


December  15,  1972 


MEMO  FOR  RECORD 

At  3:00  p.m.  December//*,  1972,  after  telephone  discussions  vdth 
Mr.  Cesar  Catibayan  and  his  telephone  discussion  vdth  the  Koreem  Party, 
I  again  met  with  Mr.  Russell  H.  Baum  and  Mr.  Wesley  R.  Giles  of  For«nost- 
McKesson  on  the  subject  of  the  SNU  Hospital  Project,  Seoul,  Korea. 

The  particular  subject  under  discussion  was  the  three  promissary 
notes  and  the  three  party  agreement  referred  to  in  Mr.  Catibayan' s  Memo 
for  Record  of  December  12,  1972.  It  was  decided  that  Foremost-McKesson 
would  not  officially  know  the  contents  of  the  three  promissory  notes  that 
were  subsequently  to  be  issued  by  Intercon  and  no  record  of  same  was  kept 
in  their  office.  It  was  agreed,  however,  that  Foremost-McKesson  would 
issue  a  letter  to  Intercon  agreeing  that  upon  signing  of  a  prime  supply 
contract  for  the  SNU  Hospital  Facility  and  upon  receipt  of  a  $15,000,000.00 
irrevocable  Letter  of  Credit  in  their  favor  and  upon  signing  of  sub-contract 
with  Intercon  that  they  would  honor  Intercon's  invoice  for  $500,000.00  as 
a  sub- contract or ' s  advance. 

Said  letter  was  issued  and  dated  December  12,  1972.  With  the  backing 
of  €his  letter  Intercon  can  then  issue  the  promissary  notes  required  by  the 
Korean  Party. 


INTERCON  DEVELOPMENT  CO.,  LTD. 

139  MITCHELL  AVENUE  /<^ 

SOUTH        N  FRANCISCO,  CALIFORNIA  94080         ^     . 
P.O.  BOX  2231  —  "         1  W15)  583-9873  or  761  7425 
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The  three  party  agreement  was  also  discussed  and  Foremost-McKesson 
stated  that  they  would  look  into  it  and  advise  Intercon  as  to  their  thoughts 
about  it  at  a  later  date.         / 

Meeting  was  adjourned  at  approjcinately  L:U^   p.m. 


Donald  F.  ^k^r3e 
DFMrmt 
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100.  Foremost  International  intracompany  correspondence  from  R.  H.  Baum 
to  E.  G.  de  la  Ossa,  dated  March  19, 1973 


'(mWWpy^i  diin'-'.  ■iii:'iA][iii^c}[[iVrolJ 


K  <■•.  -  c:   o 


Y  c  o  r«  f?  u  ii  F'  o  isi  o  r:  k  c  e: 


Mr.  E.  G.  de  la  Oss; 


March  19,  1973 


R.  \l.    Baum  (per  K.  Pancoast  via 
telGphono  call  from  Seoul  this  morniiig) 


Seoul  NaLional  University 
Hospital  Project 


The  project  appears  very  favorable.   A  Mr.  Um,  Executive 
Vice  President  of  General  Motors/Korea,  is  working  for  Forcrr.ost 
interests  v;ith  regard  to  the  project.   He  vnMl  be  arriving  i:i 
San  Francisco  on  Pan  Am  Flight  8^6  en  Friday,  Marcli  23,  at  0735, 
to  speak  v;ith  you  regardin-;  the  project.   He  will  be  departing 
later  that  afternoon  for  New  York  and  V/ashington.   Wcs  Giles  is 
to  go  to  the  airport  to  meet  him.   This  man  is  a  good  friend  of 
Mr.  Tai  v.'ho  is  Minister  of  the  Ficonomic  Planning  Coard  and 
Deputy  Prime  Min.ister. 


Dr.  Kim  (Superintendent  of  Slii"!!)  hnr.  also 
a  Dr.  Wei  of  the  EP}5  (Economic  Planning;  Board). 
Foremost 's  side  in  this  project  anc'  has  r.ianaried 
attempt  to  got  t!ie  project.   Hov.'evcr,  U'hiting  A 
in  the  picLvnre.   VJhiting  claims  it  is  an  Americ 
architectural  consulting  firm  with  offices  in  1 
entered  into  a  joint  venture  with  P:rl--''ns  &.   VJil 
the  intcrnat iona]  arm  of  Pcrkinr  c-  '..'ill,  archit 
and  liospital  cbnsu]  tant.s,  wil.li  office'-;  in  Cf.ica 
VJashi  nf.t  on .   Wiiiting's  propo;.':!  for  ll;e  project 
We  sliould  try  to  beat  tliis  fi;',uie  if  p^'r.ci'./J  e, 
but  in  any  event  r.ot  nore  thar;  ^?0(',GOu,  accord 
and  ?i;:.  Uin.   If  \;c   can  get  a  .'c  i,  i'(  l :' r  i  \  c'  price. 
Dr.    Kim  v;ill  see  that  \ve  get  the  w'.ole  paclcage. 
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The  project  proposal  is  divided  into  tlirce  sections: 

(1)  the  A  &  E  hospital  ^rcup. 

(2)  the  mcclunlcal  ^.roup. 

(3)  the  electrical  group. 

Whiting  has  put  together  its  pro|)osal  for  the  three  sections  as 
follows: 

(1)  A  &  E  hospital  group  -  70  rnan  days  in  Korea,  190  days 
local,  and  5  man  trips. 

(2)  Mechanical  group  -  80  nan  days  in  Korea,  130  days  local, 
and  '»  man  trips. 

(3)  Electrical  group  -  60  man  days  in  Korea,  90  days  local, 
and  3  man  trips. 

This  is  a  total  for  V.'hiting  of  210  man  days  in  Korea,  AlO 
days  local,  2nd  12  man  trips  versus  2^!.?,  418,  and  31  respectively 
for  Foremost.   In  addition,  they  v:ill  hnvc  a  locc<l  project  coor- 
dinator.  TIio  $11,000  "slusli  fund"  is  evidently  not  now  nced,--;l 
since  President  Pr.rk  has  intor^'oncd  personally  in  tiie  project. 

V.'e  could  take  this  job  at  alf^ost  no  profit  (about  $2,000). 
One  way  to  cut  costs  would  be  to  forcp,c  a  lot  o£   our  trips.   rlo..- 
evor,  we  v;i.]l  give  them  a  good  price  only  if  i.-o  arr  tlic  ripprcvcd 
general  contrac torr.. 

Wes;  Gilo:;  rhould  v;rite  a  Icttc-r  to  Dr.  uii.i  statii'v-,  tb,;it  thcTi: 
was  a  mJ.sta"ue  in  our  lump  sum  fur  electrical  r!>id  i.c-ciuin ic.il  ;:.cLi'- 
vities  and  enclosiiii;  a  roviscJ  proposal.  Thi<,  a^iondcd  dct'.-l  v.iil 
substantiate  my  letter  of  ?i;M-c-l)  70  v.t i  ttcn  durini;  my  ^tc.y  i.i  Jlcoul  , 
It  will  alio'.;  Dr.  Kitn  to  develop  an  arc -jratc'  analysis  ()f:  Ll.  ;  diliiij 
required  undc:r  tbo  KXiM  loan. 

I  i.iust  have  tcday  if  at  .•.']  pci;<;!b]c  (Ir.lc:  aftcnooi;  f  .'i.  i'lTav 
Cisco  timi')  Ibr  dollar-  <'iifiv)i!;il  (-in  abi;"lMt«-'  i.j)  nivan  i)  c<f  our  n(  .; 
)iroi->oj;al  fov  i  nrorporat  ion  in  :.!/  lett.T  of.   I!:.' cb  ^^l.   Wr.  (.'ilcr.s 
r.Iioulci  tc-lfx  i.i.i.s  .-.loouni:  to  n.--  -vt  llu.-    «'"hoi;uii  llf.;T],  !:.'cv.<  mi  7, 
telex  /'i'jGa. 


min:!i-v 

cc:  v^-:.  K.  nn,>r; 
1'..  liockv.  I  J 
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101.  Intercon  Development  Corp.  interoflSce  correspondence  from  Donald  Morse 
to  Cesar  Catibayan,  dated  February  22,  1973 

INTER-OFFICE  CORRESPONDENCE 

To:    Mr.  Cesar  Catibayan  Date:    February  22,  1973 

From:   Mr.  Don  Morse  Ref-    ISF-13 

Subject:  Phase  I 

I  have  had  several  conversations  in  the  last  week  vdth  Foremost  and  just 
finished  a  rather  lengthy  one  with  Mr.  SLles. 

They  evidently  convinced  Exim  Bank  of  the  necessity  of  an  A  &  E  sui*vey  and 
got  them  to  agree  to  entertain  a  request  from  SNU  to  finance  same.  They  have 
telephoned  and  written  the  figures  on  the  breakdown  of  the  cost  to  SNU  on 
February  21,  1973,  so  by  the  time  you  see  this  IOC,  SNU  will  have  the  figures 
and  probably  will  have  made  their  request  to  Exim  Bank. 

Foremost  expects  that  once  they  start  the  A  &  E  survey  that  it  could  be  ac- 
complished in  60  to  90  days  at  which  time  SNU  would  have  a  ccMuplete  up-to-date 
list  of  material  and  equipment  requirements,  modifications  to  the  building,  if 
any,  and  updated  price  estimates  for  a  realistic  application  to  Exim  Bank. 

I  also  understand  that  Kern  from  Exim  Bank  will  be  Seoul  during  the  earlj-- 
part  of  March  to  talk  with  the  SNU  people. 

I  asked  Mr.  Giles  if  he  required  our  assistance  at  any  stage  of  their  A  &  E 
survey  and  he  said  no,  that  they  would  be  using  hospital  experienced  personnel 
only,  but  that  their  quote,  naturally,  includes  arrangements  for  political 
consideration  so  we  might  be  called  upon  for  dispersement  of  same. 

He  stated  that  once  the  survey  is  done,  accepted  and  the  loan  arranged,  then 
we  would  be  back  at  the  point  where  SNU  tried  to  start  off  last  August.  At 
that  time  they  would  be  willing  to  consider  the  sub-contractor  agreement  with 
us.  J^  worry  at  this  point  is  that  if  Foremost  makes  the  A  &  E  survey  and 
gives  SNU  updated  pricings,  they  are  going  to  have  to  be  in  contact  with  the 
major  manufacturers  of  the  electrical  and  mechanical  equipment  and  most  likely 
will  spec  certain  brands,  as  did  ?NU.  In  doing  so  they  are  going  to  get  direct 
quotations  so  that  our  costs  will  most  likely  be  the  same  as  theirs,  not  leaving 
any  room  for  us  in  the  picture.  We'll  have  to  be  sure  that  Charlie  and  Peter 
see  to  it  that  we  have  to  be  included  one  wa^'^  or  another  or  they  may  liot  be  able 
to  get  their  part  of  the  deal. 

I'll  let  you  know  if  I  hear  anything  further. 

Best  regards. 


Don  Morse 
DFM:mt 
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102.  Intercon  Development  Corp.  interoffice  correspondence  from  C.  Y. 
Catibayan  to  Donald  Morse,  dated  March  23,  1973 

INTER-OFFICE  CORRESPONDENCE 

23  March  1973 

Date: 

IK-7 
Ref.: 


To:      *• 

Don  Morse 

From: 

C.  Y.  Catibvan 

Subject: 

Phase  I 

Confirming  ^y  phone  conversation  with  you  today  and  yesterday.  It  looks 
to  me  that  this  project  would  finally  get-off  the  ground  -  at  least 
with  the  A-E  study.  As  I  told  you  Russ  Baum  arrived  here  on  March  15th 
and  I  made  myself  present  at  Kimpo  to  meet  him.  Of  course,  Charlie  was 
also  at  the  airport  and  from  there,  we  met  at  the  Foremost  office  in 
Seoul.  Charlie  indicated  during  our  meeting  that  FM's  A-E  estimate  was 
out  of  reason  since  it  came  up  to  $300,000.  while  our  competitor.  Whiting's 
Int'l's  estimate  was  only  around  $?00,000.  After  a  series  of  negotiations 
with  the  agencies  involved,  Charlie  was  able  to  convince  Baum  to  cut  down 
the  estimate  from  $300,  lOO.  to  $19C,000.  As  of  yesterday,  I  was  advised 
by  Charlie  that  FM's  estimate  has  been  accepted  and  approved  and  was 
presented  for  consideration  to  th*»  president  of  EXIM  bank  who  was  in  Seoul. 

Now,  :  had  a  serious  talk  with  Bauo  about  odr  role  on  the  A-E  study. 
FM  expects  us  to  work  very  closely  with  them  especially  on  the  mechanical 
and  electrical  portion  which  we  are  subcontracting.  They  expect  you  to 
provide  the  FM  engineers  with  the  brands,  models,  etc.  of  our  equipment 
and  materials  during  their  preparation  of  the  specs.  Baufn  also  expects 
our  engineers  here  to  assist  their  people  when  they  come  to  Seoul.  We 
did  not  discuss,  i<owever.  the  extent  of  technical  assistance  which  we 
have  to  contribute. 

At  iny  rate,  v«  should  proceed  with  the  incorporation  of  Apex  as  we  have 
planned.  I  aia  enclosing  herewitl)  ^^ly  c^ieck  for  $393.00  to  Uke   care  of 
Mr.  Patmont.  In  addition.  I  am  also  remitting  $350.00  to  cover  the  legal 
services  of  Mr.  Patmont  to  FEMCO. 

I  have  other  plans  for  Apex  in  conn<;ction  with  the  Philippine  highway 
project.  I'll  let  you  know  as  soon  as  I  discuss  them  with  the  rest 
of  the  people  here. 

Regards . 


Cesar 


End. 
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103.  Intercon  Development  Corp.  interoffice  correspondence  from  Donald  Morse 
to  Cesar  Catibayan,  dated  June  5, 1973 

INTEROFFICE  CORRESPONDENCE 

To:      Mr.  Cesar  Catibayan  Date:     June  5,  1973 

From:     Mr.  Don  Morse  Ref.:     ASF-2 

Subject:     AK-1 

I  have  received  your  referenced  letter  and  attached  B/M,  per  our  recent  telcon. 
I  think  we  would  be  much  better  off  with  a  joint  venture  than  with  an  arrangement 
such  as  we  have  with  Foranost  v*ere  we  are  only  being  kept  involved  because  of 
"Charlie's"  "commission".   However,  in  preliminary  discussions  with  Chrysler 
Corporation  today  they  indicate  that  they  could  not  go  into  a  joint  venture  but 
would  be  interested  as  a  sub-contractor  to  us,  or  as  a  direct  contractor  where 
we  would  only  act  as  commission  agents.  But,  as  they  cannot  supply  all  items, 
they  really  could  only  be  one  of  several  sub-contractors  to  us. 

Because  of  the  simplicity  of  this  Phase  II  I  really  do  not  see  why  we  could  not 
act  as  the  supply  contractor  with  Exim  Bank  in  this  instance.  There  is  no  "engineer- 
ing or  installation  involved  that  I  can  see.  We  would  merely  be  acting  as  exporters  to 
the  consignee  excepjt  that  we  might  have  to  set  up  a  local  bank  to  handle  the  k5% 
and  the  distribution  of  Exim  funds  and  this  we  can  do  easily  unless  the  terms  are 
unreasonable.  If  Charlie  is  agreeable,  why  don't  we  approach  it  from  this  angle. 
The  fewer  people  involved  the  lower  the  price  to  the  end  user. 

I  need  to  know  more  about  this  job  before  we  can  do  much  quoting.  Who  is  the 
end  user,  what  is  the  application  of  the  trucks,  on  road  or  off  road,  etc.?  What 
is  their  estimated  delivery  time,  1  year,  2  years,  etc.?  What  is  their  application 
amount?  How  long  a  loan  do  they  want?  etc., etc.  Please  try  to  fill  me  in  as  much 
as  possible.  Suppliers  will  need  most  of  the  above  as  will  the  banks  before  we  can 
come  up  with  much  firm  information  for  them.  Like  Phase  I,  I  don't  want  to  go  off 
half-cocked  and  do  a  lot  of  work  that  has  to  be  repeated  when  full  information  is 
finally  received. 

Re  Phase  I,  I  talked  to  Mr.  Baum  today  and  he  indicated  that  they  are  still  waiting 
final! zation  of  the  financing  before  starting  their  survey.  They  definitely  do  not 
want  me  as  part  of  their  survey  in  Korea.  He  indicated  that  a  part  of  their  survey 
will  be  to  come  up  with  prices  and  I  gather  from  his  conversation  that  they  plan  to 
make  direct  contact  with  the  manufacturers  to  do  this.   However,  he  did -say  that  be- 
fore they  were  finished  he  and  I  would  have  to  get  together  to  decide  final  figures 
because  only  he  and  I  know  the  details  of  the  "deal".   If  they  want  to  do  all  the 
work  and  we  still  will  get  our  profit,  that  is  fine  with  me,  but  I  wonder  at  times 
if  we  are  not  being  eased  out  of  the  picture.  If  it  wasn't  for  "Charlie's  deal"  I 
am  sure  we  would  be.  I'll  keep  after  this  end  and  you  might  keep  an  eye  on  that  end 
once  their  survey  team  gets  started. 

Best  regards. 


D.  F.  Morse 
DFM:fflt 
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104.  Intercon   Development   Corp.  interoffice  correspondence  from  C.  Y. 
Catibayan  to  Donald  Morse,  dated  June  16,  1973 

ttCEfViO 

INTER  OFFICE  CORRESPONDENCE  c  c  ** 

'^  t  M  C  O 

To:  Don  F.   Morse  Date:      16  June  1973 

From:  C.  Y.  Catibayan  Ref.  :         AK-2 

Subject:  Your  SFSP-10,  ASF-1 .  ASF-2  and  ASF-3 


SFSP-10.       I  am  transmitting  herewith  the  minutes  of  the  First  Meeting    ^2^ 

of  the  Board  of  Directors.     You  will  note  that  the  subscribed  common 

shares  has  been  set  up  to  20%  and  the  paid  up  from  subscription  is 

only  25%.     This,   I  believe,  is  the  universal  practice  in  most  newly 

organized  corporations.     I  don't  think  that  we  will  have  any  problem 

in  raising  $3,750.00  among  the  five  of  us.     The  list  of  officers 

is  allright  for  the  next  fiscal  year,     I  think  that  July  1st  is  a 

good  start  of  our  fiscal  period.     Annual  meeting  of  shareholders  and 

election  of  officers  should  be  held  on  or  about  June  15  of  each  year. 

This  is  a  good  summer  vacation  time  where  you  could  make  a  trip  to 

Seoul  or  Manila.     I  will   have  to  get  Don  Fischer  and  GK's  signatures 

on  the  waiver  of  notice  so  will  send  the  papers  to  Manila  thru 

Mr.   Lee  who  is   leaving  on  Monday,  June  18th.     Don  and  George  will 

all  be  in  the  Philippines  come  June  25th  for  the  official  ground 

breaking  ceremony  of  our  project.     GK  is  there  now. 

MS 

ASF-1 .       Immediately  after  receiving  your  instructions,  I  notified 
Don  Fischer  in  Taiwan  who  happened  to  be  there  at  the  time,  to  approach 
the  China  Wire  &  Cable  Co.     I  am  sure  that  this  matter  has  been  taken 
care  of. 

ASF-2.       Charlie  assured  me  that  on  Phase  I,  there  will  be  no  way 
that  we  won't  get  our  conmission.     I  told  him  that  regardless  of 
whether  we  do  the  mech-electrical  work  or  not,  <Klle  want  5%  commission 
for  Apex  or  Intercon  from  Foremost.     He  would  straighten  this  with 
Mr.   Baim. 

On  Phase  II,  I  am  confirming  tny  telephone  conversation  with  you 
regarding  the  details  which  you  want  to  be  filled  in. 

a)  The  end  user  is  Korea  Express  Company,  Ltd. 

b)  Application  of  the  trucks  is  "On  the  Road". 

c)  Delivery  requirement  is  the  "Best  Delivery  Period." 

d)  Estimated  loan  amount  is  $12  million. 

e)  Period  of  loan  is  2  years  grace  period  and  payment  within  12  years. 

I  agree  with  you  that  Apex  could  act  as  the  direct  supply  contractor 
esp.   if  we  could  arrange  the  45%  comnercial   loan  as  guaranteed  by 
EXIM. 
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16  June  1973 


ASF-3.       The  Bio-Quad  products  sound  very  interesting  and  as  soon  as 
I  reach  Manila,   I  will  work  on  this.     I  don't  think  that  Don  or  GK 
had  tried  to  set  up  any  demonstration  of  this  soil  and  asphalt 
treatment  material. 

General  Cormient.  I  think  that  most  of  Apex's  exporting  business  could 
be  generated  in  the  Philippines  as  soon  as  I  get  myself  settled  there. 
I  plan  to  leave  here  on  July  15th  with  the  whole  family. 


Regards , 


^-^. 


35-283  0-78-39 
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105.  Intercon  Development  Corp.  interoffice  correspondence  from  C.  Y. 
Catibayan  to  Donald  Morse,  dated  June  27,  1973 

INTER  OFFICE  CORRESPONDENCE 

To:    Mr.  Don  Morse  ^''''      27  June  1973 

From:   C.  Y.  Catibayan  ^^^- '■        ""K-Se 

Subject:   General 


The  accident  of  Ray  and  Mr.  Sohn  surely  hurt  us,  not  only  the  loss  of 
lives  but  also  financially.  The  bus  company  is  demanding  for  the 
replacement  of  their  Mercedez  bus  plus  the  loss  of  its  daily  income. 
If  khe  bus  could  not  be  replaced,  the  estimated  repair  cost  plus  income 
loss  is  approximately  $45,000.00.  Our  insurance  coverage  is  only  up  to 
$10,000.-  property  damage.  In  going  over  the  repair  cost  estimate, 
I  took  their  bill  of  materials  for  the  parts  and  I  am  transmitting  to 
you  to  find  out  if  you  can  obtain  these  parts  faster  than  getting  them 
from  Germany.  Time  is  of  the  essence  as  this  could  reduce  the  daily 
income  damage.  Another  alternative  for  us  is  to  find  a  bus  of  similar 
model  and  year  and  ship  it  ot  Korea.  The  engine  of  the  wrecked  bus  is 
intact  and  could  be  transferred  to  the  incoming  bus.  Perhaps  you  can 
discuss  this  matter  with  the  Mercedez  dealer  in  SF  and  could  perhaps 
contact  Germany  for  the  body  of  a  bus.  I  will  call  you  on  Tuesday 
(Korea  time)  morning  regarding  this  as  I  have  another  meeting  with  the 
bus  company  officials  and  insurance  people  around  Tuesday  noon. 

/'SPSP-11 .  Charlie's  account  is  all  squared  now  and  you  can  give  him  the 
balance  of  $398.29  in  San  Francisco. 


Si 


a^ 


Proforma  Invoice  -  Misc.   Lights,  Tools,  etc.     Per  ti\y  phone  advice,  item  1 

is  deleted  and  items  2  thru  7  are  acceptable.     Sampoong  would  like  you  to 

send  the  parts  breakdown  of  item  8.     They  feel   that  the  cost  is  quite  high 

but  again,  it  depends  on  what  the  set  consists  of.     They  said  that  they  do 

not  need  the  tools  and  spare  parts  for  the  sewer  cleaning  machine. 

ASF-4.     Charlie  should  be  able  to  discuss  Phase  II  with  you  when  he  gets 
there.     You  can  ask  him  all   the  questions  including  their  percentage. 
If  we  are  the  prime  supplier,  our  margin  should  be  at  least  10%. 
Charlie's  group  definitely  would  have  the  same  cut  as  Phase  I.     Charlie 
will  show  you  a  new  request  for  quotation  under  an  ADB  loan.     Please 
annotate  this  as  Phase  III. 


correspbndence  you  are  sending  to  Hong  Kong  and  Manila, 
Guess  that's  all  for  now. 
Regards , 


Qji4yKM. 


Cesar 
Ends. 
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106.  Memorandum  for  the  record  by  Donald  Morse,  Intercon  Development 
Corp.,  dated  December  5,  1973 

^eiO  FOR  RECORD 


Apex  International  has  provided  a  Contingency  Reserve  of  TEN  PERGEOT  (101) 
of  the  estimated  gross  snjply  contract  amount  in  its  subcontract  estimate 
to  cover  such  items  as  consulting  services  for  technical,  legal,  economic, 
liaison  and  adninistration  during  the  entire  period  of  contract  performance 
which  is  estimated  not  to  exceed  three  (3)  years  from  the  contract  date. 
ihe  said  percentage  was  suknitted  to  Foremost -McKeeson  as  a  contingency 
factor  in  Apex  International's  subcontract  estimate. 


Date:  6^  Jka     (9^3 


KI  RIM  CHOI,  President 

Sang  Rim  Trading  §  Industries  Co.,  Ltd. 

Room  No.  905,  Yusung  Bldg. 

No.  Ill , sSe jong-ro ,  Chongro-ku 

Seoul,  Korea 
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107.  Intercon  Development  Corp.  interoffice  correspondence  from  Donald  Morse 
to  Oliver  Lim.  dated  January  4.  1974 

INTER-OFFICE  CORRESTONOENCE 

R»»         Jam  ry  U,   VTfU 

*»««       smm  Project 


!•  not  dear  I  can  ooljr  estlaate 
flcvc«,  biA  it  looks  like  ttttj  hare  taken  o«t  about  {2.100, 300. OC  Morth  of  elec- 
trical itoaa,  ineloding  $78,812.00  M^rth  o.*  factory  insCallatlao.     This  fi^ore  is 
based  i^oB  a«r  sailing  prica  to  r>rfnyt  ^.nd  resfireseaLs  about  SUO.OCO.OC  Morth 
of  oroClt.       In  addition  I  Moald  astinate  o«r  selling  price  loss  oo  the  pltabiiig 
fiztvae  at  arowd  $350,000.00  for  a  total  rvdwtion  of  aboot  $2,760,000.60.*     It 
is  too  bad  to  loae  the  profit  on  these  delatioos,  bat  a^jte  w  can  sake  part  of 
it  sp  la  other  «ajs. 

To  clarify  for  yon  the  inst-^U^tion  figves  that  Me  sotaltted  I  am  enelo8it«  a 
hand  i«itt«n  revised  recap  in  loich  70a  tdU  note  ve  used  yoor  basic  figures  but 
added  to  the  direct  labor  fi^sres  to  ccwer  the  elevators,  patisnt  iaII  sirst«B  and 
am— Ural  eailixig  installatioa.     I  also  added  |4,000.00  for  the  trowel  on  floor 
bccaiiaij  factocy  installation  fi^ores  were  onch  high^  than  j(3ar:     This,  of-  course, 
affected  jamr  >>enrfcaad  and  profit  ficare  and  raised  th«  total  Apex  Inst^Jlation  to 
$938,090.36.     I  aided  •  ca0tii««W7  of  189,958.6^  for  a  total.  ineladiJ«  everythicg. 
of  SI,0e8,0i9.00.     Beeamse  Foreaost  vented  this  broken  do«A  into  U.S.  &  loreMi  costs 
and  labors  I  took  5Jt  of  yovr  Hrect  ssperrisioc  figore  plus  jrour  25S  overhead  and 
profit  fig«*s  and  arrived  at  a  t?CiJ.  U.5.  portion  of  Apex'^   m  t.  11   don  figure  of 
$2iO,ai9.00  (see  t'>^^.^m  of  recap).     This  included  an  aiditloaBl  $1,800.00  added  for 
ths  paitiaiA  tall  mr^Um  as  ecrvered  by  my  letter  of  Oeccrtwr  19,  1^73  to  Forew>st 


This  left  $787,200.00  strictly  spplicaMa  to  Karesn  labor,  eqaipnent  cost,  etc., 
end  pajFahle  In  Eoresn  lioo.     ■ott,  with  the  deletion  of  all  the  Korean  Von  itess 
froK  the  coBt-ract,  it  leav<£s  us  %nd/or  Foreaost  Mithottt  a^7  Korean  installation 
MBeir,  and  th»,  meLII  delete  the  actual  installati:>n  trom  the  contract.     The  U.S. 
dollar  portion  of  Apex's  installaUon,  ■■!  \jf  $2^0,849.00,  pins  the  U.S.  Factory 
■mmvLausi  aiMi/ae  installation  has  been  left  in,  Wiich  is  g^sd;  bat  it  leaves  the 
hoefatal  patfihg  far  oer  seperrisian,  overhead  and  profit  idtfaoot  oar  having  a  con- 
tnct  to  do  the  aetnal  mrk  or  a  vny  gf  cnn<fTtii^  for  it  if  we  did. 


I  s^gB*  ^k>t  T»  diseass  this  with  Oiarlle  Md  possibly  we  nay  went  to  negotiate 
a  separate  Von  coBtract  w.th  the  hosplt^  for  the  Korean  portion  of  the  actual 
installation.     ^  the  loy,  all  dollar  figares  qaoted  in  this  letter  are  oar  selling 
pn.ee  Ci«Bres  to  For^ost.     They  aided  to  theae  fi«ves  for  their  profit,  overhead, 
Ch=rlie*8  portion,  etc.,  so  v  qpoted  figares  m^  not  agree  with  any  that  yon  or 
Or  rile  ney  b^we  ttxm  Forasost. 


I 
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If  you  do  negotiate  an  installation  contract  with  £NUH,   do  not  delete  any  installa- 
tion costs  on  the  plur.bing,  because  even  though  they  have  removed  the   "china"  por- 
tion of  the  plumbing  frani  the  U.f.    supply-  it  still  hns  to  be  instclled.      In  fact, 
you  may  want  to  increase  your  plumbing  installation  figure  because  we  would  have 
to  assemble  the  U.S.    "trim''  on  the  Korean   "china".      (If  possible?) 

Based  upon  your  direct  labor  figures  I  would  recommen<i  you  reduce  the  electrical 
bid  by  not  more  than  $21,500.00  to  cover  the  deleted  electrici-l  items.      In  fact, 
maybe  you  should  only  reduce  a   snaD    token  a.-.ount  of,    say,   $5,000.00  or  $10,000.00. 
This,   of  course,    is  up  to  you,   but  because  the  Koreans  originally  thought   our  in- 
stallation figures  were  too  low  I  think  we  can  get  by  with  higher  prices  in  Gooe 
areas. 

I  have  Just  discussed  this  with  Vies  Giles  and  Burt  Rockwell  and  they  tell  me  that 
they  subodtted  a  price  of  $1,009,400.00  based  upon  our  $787,200.00  figure  plus 
lOi  for  Charlie  and  their  profit.      They  felt  that  we  could   easily  negotiate  a 
$1,000,000.00  figure  for  the  Korean  installation.      In  so  doing  ws  should  include 
1055  for  Foremost  because  we  may  well  need  their  help  and  cooperation  in  the  final 
stages.      I  do  not  think  this  figure  should  include  arv.'thing  for  Charlie  on  a  Won 
contract  but  then  that  is  up  t-»  you  and  him  to  decide. 

I'll  await  your  comments  on  the  above  with  extreme  interest. 

Regards, 


D.   F,   Morse 


DFM:fflt 

cc:      C.T.Catibnyan,  M&nil'i 


e58 


1  C.    What  about  Apex,  when  was  that  first  started? 

2  A.    Oh,  around  --  I  can't  remember. 

3  0.    Approximately? 

^  A.I  was  never  too  much  interested. 

5  C.    Okay.   You  are  a  vice  chairman  of  Apex;  is  that 

6  correct? 

7  A.    Vice  President,  I  think  my  last  title  was.   I  was  a 

I'm  6 
6    director  for  a  long  time  and  now/Vice  President. 

9         C.    Could  you  describe  the  type  of  business  that 

10  Fischer  Engineering  and  Maintenace  Company  is  engaged  in? 

11  A.    fcell,  ours  is  heavy  construction,  maintenance  of 

12  equipment  and  maintenance  on  government  contracts. 

13  C  .    m  Korea? 
}ii  A.    In  Korea. 

15         C.    Therefore,  tlixV— "**  a  so-called  U.S. -invited 

17  A.    This  is  true , /U .  S  .-invited  contracts.   And  also  we 

18  have  contracts  in  the  Philippines. 

19  C.    Could  you  explain  to  us  what  restrictions  the 

20  category  of  U.S. -invited  contractors  are  under  in  Korea? 

21  A .    As  invited  contractfi,  in  order  to  do  business  on 

22  the  commercial  side,  that  is  the  Korean  side,  I  would  have  to 

23  get  an  approval  from  the  United  States  Government  and  the 
2^         Korean  Government. 

25  This  is  because  of  the  SOFA  Agreement.    This  1s/a» 

SCHILLER  &  COMBS,  INC. 
COMPUTER  TRANSCRIPTION  COURT  AND  DEPOSITION  REPORTERS  KEY  WORD  INDEXED 

825  POLK,  SUITE  305 

SAN  FRANCISCO.  CALIFORNIA  »4102 

TEL:  (415)  673-7747 


659 


t 


9 
10 
11 
12 
1 
in 
15 
16 
17 
lb 
19 
20 
21 
22 
23 
24 
25 


1  the  SOF/  Agreement. 

Vi)ttJJL 

2  C  .    ■ei*  you  explain  what  role  you  have  played  in  the 

J  operations  of  Apex? 

H  A.    Well,  actually  im    <>p  ok  after  Apex  was  formed, 

5  being  so  busy  on  the  FEKCO  operation,  I  never  did  do  too  much 

6  with  Apex. 

7  C  .    Would  you  have  a  decision-making  role  with  respect 
to  policy? 

A .    The  paper  would  go  across  my  desk  if  any  changes 
weremade. 

C.    Let  me  give  you  an  example.   If  there  was 
correspondence  between  Apex,  San  Francisco^Eurlingame ,  and 
5   4.orea,  would  that  correspondence  reach  your  desk? 


A.    Some  of  it  would,  ^ost-  not. 


>:.JoP 


Rim? 


C  .  fi^tmt^mim^m^A-^m    who  would  handle  that /correspondence? 

A.  ihfc£    would    be    Kr.    Lim,    Oliver    Lim. 

Q.  Are  you  familiar  with  an  individual  named  Choi  Ki 

A.  Is  that  hr.  Choi? 


Q .    Yes  .^Actually  I  don't  know  what  his  full  name  is,  Kw 


Korean  name.   I  always  say  Mr.  Choi  and  he  calls  me  Mr. 
Krause  . 

C.    When  did  you  first  meet  Mr.  Choi? 

A.    I  met  Mr.  Choi  maybe  1970,  in  that  area  someplace. 

C  .    Where  was  that? 


Sltl 
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109.  Foremost  International  intraoffice  correspondence  from  Burton  Rockwell 
to  R.  H.  Baum,  dated  May  14,  1974 


li-il-'ll'-f-J 


»  Ton'mosf-Mc  Kc'sson  company 

IIMTRA-COMPAfMY       CORRESPOrJOEMCE 


CONFIDENTIAL 
TO   Mr.  R.  H.  Baum  datb  May  14,  1974 

rnoM  Burton  Rockwell  «c    Seoul  National  University 

Hospital  Visit/May  4-11, 
1974 


In  my  reports  concerning  my  recent  visit  to  Korea,  I  have  not 
expressed  the  sense  of  real  urgency  which  I  feel  in  regard  to  the 
Seoul  National  University  Hospital  (SNUH)  project.   This  program 
for  finishing  the  teaching  hospital  is  a  significant  one  to  Korea. 
It  will  provide  advanced  medical  facilities  for  training  badly 
needed  physicians  and  surgeons  for  all  Korea  and  is  necessary  to 
implement  the  social  programs  of  President  Park  and  the  Republic  of 
Korea.   Delay  will  impede  the  administration's  program  and  have  both 
social  and  political  consequences. 

The  Government  of  the  Republic  of  Korea  (ROK)  has  expected 
Foremost-McKesson  to  negotiate  a  contract  for  supplying  all  of  the 
U.  S.  material  and  services  needed  to  complete  the  hospital  under 
an  Export-Import  Bank  loan  program.   Since  designating  Foremost  as 
a  contractor  for  the  Phase  I  Report,  neither  the  ROK  nor  the  hospi- 
tal has  entertained  or  encouraged  any  other  prospective  contractor 
even  thougli  they  have  been  approached  by  others  who  are  interested. 
They  have  wanted  to  deal  with  one  responsible  and  prestigious  cor- 
poration to  get  the  job  done  expeditiously.   They  have  officially 
notified  the  EXIMBANK  that  they  wish  to  negotiate  a  contract  spe- 
cifically with  Foremost-McKesson,  Inc.   The  Economic  Planning  Board 
(EPB)  of  the  ROK  and  the  EXIMBANK  have  accepted  Foremost 's  estimate 
as  a  basis  for  the  negotiations  and  loan  even  though  the  estimate 
indicated  a  contract  price  nearly  twice  what  was  contemplated  at 
the  time  Foremost  was  designated  for  the  Phase  I  work.   All  indica- 
tions are  that  Foremost  can  negotiate  a  contract  price  that  assures 
more  than  merely  satisfactory  profit  and  ample  protection  against 
the  risks  involved. 

Although  at  the  University  level  the  professors  of  law  who 
participated  in  discussions  concerning  the  contract  would  like  to 
introduce  various  provisions  in  the  contract  which  Foremost-McKesson 
would  probably  not  accept,  I  have  been  given  to  understand  by  EPB 
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spokesmen  that  they  will  not  in  fact  participate  in  the  contract 
negotiations  and  that  their  narrow  views  will  not  be  incorporated. 

The  impressions  I  have  recorded  above  derive  from  several 
sources:   Dr.  Kim,  Hong-Ki,  Director  of  SNUH,  and  other  university 
officials;  Mr.  Wei,  Sung-Yong,  First  Loan  Officer  of  the  EPB  who 
has  been  our  principal  contact  with  the  ROK;  and  Mr.  Urn,  a  distin- 
guished citizen  of  Korea,  former  Minister  for  the  EPB,  head  of. 
General  Motors  of  Korea,  and  personal  friend  of  President  Park. 
A  special  audience  was  arranged  for  me  with  Mr.  Um,  particularly, 
I  believe,  to  convey  the  administration's  intense  concern  with  the 
project  and  its  dependence  on  Foremost 's  negotiating. 

Mr.  Um  and  Mr.  Wei  made  it  clear  that  Foremost 's  present 
reputation  in  Korea  is  very  good  but  that  it  depends  upon  Foremost 's 
negotiating  a  contract.   They  pointed  out  that  to  be  sure  that 
Foremost  would  be  interested,  they  have  not  invited  any  competition 
nor  disputed  any  of  Foremost 's  cost  estimates  and  in  every  way  have 
sought  to  favor  Foremost.   They  indicated  that  it  will  be  very 
embarrassing  to  the  government  and  to  the  administration,  including 
President  Park  himself,  if  Foremost  lets  them  down.   I  received 
the  impression  of  a  warning  that  Foremost 's  operation  in  Korea 
would  suffer  if  Foremost  declined  to  negotiate. 

I  cannot  be  sure,  of  course,  that  I  have  interpreted  the 
situation  correctly,  but  I  believe  that  I  have.   I  do  not  know 
that  the  government  would  be  able  to  adversely  affect  Foremost 's 
operations  or  whether  they  would  indeed  try  to  if  the  caveat  were 
ignored.   However,  I  believe  that  this  matter  is  of  such  importance 
to  the  Koreans  that  it  should  be  brought  to  your  attention  as  you 
determine  whether  to  proceed  with  negotiations. 

I  believe  that  the  contract  is  of  such  importance  to  the 
Koreans  that  Foremost  can  write  a  very  good  contract  protecting 
its  every  interest  and  at  a  noncompetitive  price  with  adequate  safe- 
guards for  risk  and  profit. 

It  is  entirely  possible  that  the  safeguards  and  provisions 
that  Foremost  would  insist  on  might  not  in  the  end  be  acceptable 
to  the  Koreans  and  that  a  contract  might  not  result,  but  this  I 
feel  is  not  a  likely  result  and  in  any  case  would  not  be  the  affront 
to  the  Koreans  that  unilateral  refusal  to  negotiate  would  be. 
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The  same  informants  have  also  indicated  to  me  that  this 
hospital  is  the  first  of  a  series  which  the  Government  plans  to 
extend  to  all  of  Korea  over  a  period  of  years.   This  does  agree 
with  published  reports  of  the  health  care  plans  and  intentions  of 
the  administration.   I  believe  that  if  the  SNUH  Phase  II  contract 
should  be  successfully  negotiated,  it  could  be  considered  as  the 
first  of  a  series  of  potential  contracts. 


Mr.  Mel  Whiteley,  Manager  of  Foremost 's  military  operation  in 
Korea,  was  kind  enough  to  accompany  me  to  the  meetings  with 
Director  Kim,  members  of  the  government,  and  Mr.  Dm.   I  believe 
that  his  interpretation  of  the  implied  adverse  effects  on  Foremost's 
presence  in  Korea  coincided  with  mine.   Indeed,  on  the  basis  of 
his  many  years  of  residence  in  Seoul,  he  has  deep  apprehensions 
about  the  effects  of  a  refusal  to  negotiate  on  the  Foremost-McKesson 
operations  in  Korea. 

I  have  not  voiced  these  concerns  of  mine,  except  in  this 
report  to  you  personally.        ^y^  ^ n 

Burton  Rockwell,  F.A.I. A. 


cc:   N.  J.  Denaut  (at  Mr.  Baum's  request) 
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110.  Letter  from  Donald  Morse,  APEX  International,  Inc.,  to  Burton  Rockwell, 
Foremost  International,  dated  June  14,  1974 


P.O.  BOX  2561  —  SOUTH    SAN    FRANCISCO.  C  ALIFORNI/ 
Telephone     (415)   583  9873  or  761-7425 


APEX 

INTERNATIONAL  INC. 


June    14,    1974 


Mr.  Burton  kockwell 

Foremost  International 

One  Post  Street 

San  Francisco,  California,  94104 

kE:  SNUH,  Dumbwaiters 


Dear  Burt ; 

I  received  the  promised  telephone  quotation  from  Otis  Elevator 
Company  today,  giving  me  the  revised  pricing  as  we  requested  in 
our  meeting  last  Monday  with  their  Mr,  Borrison. 

I  list  below  Foremost's  costs  F.C.B.  port  of  export,  W/O  "J" 
factor,  for  your  information.   These  prices  are  based  upon  those 
•in  effect  as  of  February  28.  1974. 


4  each  cart  type  4  each  counter  type  4  each  counter  type 

as  originally  Quoted,  with  2  speed. with  1  speed.  

$40,635.00  $34,380.00  $29,675.00 

Todays  prices  for 

these  same  units  is  $40,110.00  $34,760.00 


The  current  prices  for  the  two  dumbwaiters  for  the  Pharmacy, 
drum  type,  single  speed,  with  machinery  below  would  be  $14,825.00 
F.O.B.  port  of  export. 

None  of  the  above  figures  include  installation  costs. 

-I  hope  this  will  be  helpful. 

Yours  very  truly, 

APEX  International,  Inc. 

D.F.  Morse,  President 
139  MITCHELL  AVENUE  '  S 
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111.  Interoffice  correspondence  from  Donald  Morse  to  Oliver  Lim,  dated 

June  19.  1974 

INTER-OFFICE  CORRESPONDENCE 

To:  Mr.   01  lie  Lim  Date:  June  19^   1974 

From:  Mr.   D.    F.   Morse  ^''^     ASF-38 

Subject  S.N.U.H.   Installation  Contract,  My  ASF-36 

In  the  figures  given  you  under  referenced  letter  we  gave  you  a  total 
of  $837,744.00  as  a  contract  item  C-1    total.     This  figure  included  the 
original   Apex   Korea  supervision  as  well   as  the  Electrical,  Mechanical 
and  Architectural    factory  supervision  but  did  not  include  anything  for 
Medical    installation  supervision,  nor  did  it  include  a  J  factor  as   per 
our  letter  ASF-26. 

For  the  records  we  should  add  $664,400.00  for  the  Medical    factory  and 
Apex   installation   to   the  $^37,744.00  giving  us  a   total   of  $1,502,144.00 
for  contract  item  C-1 . 

The  $P64,400.no  figure  includes  the  J  factor  which  was  added   to  the 
total  medical   package  and  is  not  based  upon  a  set  percentage.      I'll   have 
to  explain  this  v/hen   I  get  to  Korea.      In  the  meantime  please  find  out 
from  "Charlie"   if  he  is  expecting  the  J  factor  to  be   included  in  our 
installation  contract  so  that  we  can  adjust  the  figures  accordingly. 
Because   the  amount  of  contract   item  C-3   (Design  services)  has  already 
been  reported  in  the  Phase   I  report  it  will   be  difficult  to  add  a  J 
factor  to  it,  but  we  could  add   it  to  the  other  figures,   if  necessary. 

Please  try  to  have  an  answer  on  this  ready  when   I  get  to  Korea  so  that 
we  can  cover  this  with  Cesar  prior  to  negotiations. 

Best  regards. 


D.   F.   Morse 

DFMrmt 

cc:  Burton  Rockwell 
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112.  Interoffice  correspondence  from  R.  H.  Baum  to  N.  J.  Denaut,  dated 

June  20,  1974 

Mr.  N.  J.  Denaut  June  20,  ]-j7A 

R.  H.  Baum  Seoul  National 

University  Hospital 


In  August,  1972,  we  were  invited  to  bid  as  the  general  supply- 
ing contractor  on  U.  S.  equipment  and  services  needed  to  complete 
the  Seoul  National  University  Hospital.   VJe  were  given  a  list  of 
materials  prepared  by  the  hospital  staff  for  our  review.   At  that 
time,  there  was  an  Export-Import  Bank  preliminajy  commitment  to  the 
Government  of  Korea  (GOK)  for  $10  million.   This  \iOS    later  increased 
to  $15  million. 

In  February  of  lt>73,  a  reviev;  of  the  materials  by  our  group 
indicated  serious  flaws  and  we  recommended  to  both  EXIM3ANK.  and 
the  hospital  that  this  project  be  audited  under  a  Phase  I  Study, 
which  we  proposed  to  undertake  for  approximately  ifld'j,  .)\)).      Ihis  was 
accepted  by  EXXMOANK  and  the  GOK  in  April  of  l'J73.   However,  lunds 
were  not  made  available  for  the  project  by  the  Koreans  I'ntii  August 
of  1973. 

The  Phase  I  Study  was  completed  in  December  and  included 
commodity  and  service  prices  v.-hich  were  firm  until  February  2'C,    I'-Jl^t. 
After  that  time,  these  prices  \;ere  subject  to  a  3.l7o  per  month 
escalation  until  June  28.   By  this  date,  it  would  be  necessary  to 
obtain  new  conditions.   This  deadline  will  pass  \;ithout  action  on 
the  part  of  the  GOK,  the  hospital,  EXIMBAWK,  or  Foremost-McKesson. 

Throughout  all  of  the  discussions  regarding  the  project,  a  very 
strong  politically  oriented  group  of  influential  Koreans  has  been 
working  unofficially  to  insure  Foremost-McKesson' s  receiving  the 
general  supply  contract  Cor  commodities  and  services.   V'e  liave  been 
given  to  understand  tlieir  influence  extends  dov/nward  froio  the  upper- 
most levels  of  the  executive  branch  of  the  government.   Personal 
conversations  with  several  mecnbeis  of  our  project  team,  with  Mr. 
Whiteley  in  Korea,  you,  and  the  writer  have  indicated  that  one  of 
the  most  influential  of  this  group  has  strongly  intimated  that 
Foremost 's  effectiveness  in  its  present  activities  in  Korea  and  its 
potential  for  expanding  its  role  in  other  commercial  ventures  could 
be  very  seriously  hampered  or  curtailed  should  we  not  make  every 


610 


cECort  to  nQj.',otlat0  a   supply  ronLinct  wlch  the  lionplt/il  mvi   1.I111 
GOK.   With  thlu  pressure  and  Forcmost-McKenGon' a  need  Lo  malnLnln 
good  relations  within  the  country  bccnuj.c  oL'  our  present  commit- 
ments, we  nre  prepared  to  jjo  to  Seoul  to  present  our  dual  contract 
concept  to  the  hospital  and  the  iiconomic  Planning  Board  of  the  GOK 
on  June  25. 

FOREMOST-McKESSON  CONTRACT 
(Commodities  Contract  with  estimated  value  of  $27  Million) 

I.   Purchase  Price  -  FOB  Inchon. 

A.  Title  to  pass  upon  lo.Tdini;  of  equipment  at  U.  S.  port. 

B.  Freight  <ind  insurance  adjustments  to  the  account  of 
the  Buyer. 

C.  Purchase  prices  quoted  subject  to  the  cutoff  date 
specified  in  the  contract,  Paragraph  22. 

II.   Terms  of  Payment. 

A.  11)7.  i)aid  by  unconditional  nef;otiab1e  promissory  note 
payable  Jointly  to  Foremos t-McKesson  and  the  Chase 
Manhattan  Bank  unconditionally  guaranteed  Ly    the  GOK 
for  36  months.   Note  to  be  interest-bearing  with 
principal  and  interest  i)ayabLe  in  2A  equal  install- 
ments beginning  on  the  first  anniversary  date  of  the 
note. 

B.  Note  to  have  the  interest  rate  set  at  a  level  which, 
at  Foremost's  option,  will  allow  it  to  be  discounted 
without  recourse  and  to  return  to  Foremost  the  full 
face  amoant  of  the  note. 

907.  paid  by  confir\cd  irrevocable  letter  .   crec  c  ^. 
U.  S.  Dollars  payable  to  Forcmost-MclCesson  .,t  the 
Chase  Manhattan  Bank  with  the  proviso  that  107.  of  the 
purchase  price  will  be  paid  to  Foremost-NcKesson 
immediately  upon  the  signing  of  the  contract.   The 
remaining  007.  to  be  available  to  Forcmost-McKesson  by 
sight  draft  with  documents. 

III.   Duties  and  Taxes. 

A.   To  the  account  of  the  GOK. 

IV.   Warranties  and  Limitation  of  Damages. 

A.   To  insure  clarity  and  accuracy  of  understanding,  refer 
to  Paragraph  7,  Pages  6  and  7,  of  the  attached  contract 
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"Contriict  to  be  effective  i\£ic;r  approval,  by  rorcmost- 
McKesson  Board  of  Directors,  gs tabiishment  of  letter 
of  credit,  and  signing  of  promisiiory  note. 


APEX  INTERNATIONAL  CONTI^CT 
(Services  Contract  with  estimated  value  of  $3  Million) 

This  will  be  a  completely  separate  contract  which  v;ill  run 
between  Apex  Internationa],  a  U.  S.  suljsidiary  of  Fischer  Engineer- 
ing and  Maintenance  Company,  and  tlie  Govornment  of  Korea.   This  v.'ill 
eliminate  Foremos t-McKesson  responsibiliiy  for  services  performance 
and  maintenance  warranties. 


ESTIMATED  BREAKDOWN  OF  FOREMOST-McKJlSSON  CON'JKACT  COSTS 
February  28,  1974 
(000 's  omiLted) 

Procurement  Cost  t(j  Foremos  t-McKcsson 
Mechanical  $  4, 689.3 

Electrical  2,598.8 

Architectural  3,511.0 

Redesign  contingency       378 ■ 4 

Subtotal  -  MEA  $11, 177.5 

Medical  Equii^ment       6,764.5 
Medical  Expendibles      1, 680. 0 

Subtotal  -  Medical  8,444.5 

Subtotal  -  Procurement  $19,622.0 

Ocean  Freight  and  Insurance        781.9 

Subtotal  -  Foremost  Costs  20,403.9 

Administration  940.2 

Profit  1,0/7.9 

Subtotal  -  Administration  &  Profit 

2,018.1 
TOTAL  CONTRACT  $22,422.0 
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YUU  will   noLU    tluit    lllc    Eip,LireB   Hlvon   nUuVU   (it"2   ljnf.e<.l   Uii   \Aw 
PcbruaL-y  2b,    \^)V\   prlcuts  contalncil   Jn  our  IMin.'jo  1  Kcpoit.      lin r.  1 J •:•  r 
In   this   memorandum,    \'}c  menuloncil    i'lrjure:;   of  $27   million    lor   commo- 
dities  and   ;?3   million    for   jmrvicea.      Those   nre   only  ROM  iJsLir.inLc':; 
OS    to  \*hat   the    face  value   of   the  contrncts   \jill   be    in   the    fall   of 
1974. 


Ku.srell    H.    liium 


RilB:kmp 

cc:      T.    E.    Drohan 
B.    Rockwell 
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113.  Letter  from  Donald  Morse,  APEX  International,  Inc.,  to  Burton  Rockwell, 
Foremost  International,  dated  June  24,  1974 


APEX 


INTERNATIONAL  INC. 


June  24,   1974 


Mr.  Burton  Pockwell 
Foremost  International 
One  Post  street 
Fan  Francisco,  falifornia 

Re:   S.fi.U.H.  --  Central  Vacuum  System 

Dear  Burt, 

Confiming  our  telephone  conversation  of  today  vie  estimate  minimum  saving 
to  S.n.UJ'.  of  about  $53,203.00  by  usinn  a  central  vacuum  system  for  car- 
peted areas  only  and  using  portable  equipment  for  the  rest  of  the  hospital. 

These  figures,  based  upon  telephone  information  received  from  Phil  Gaunt', 
are  arrived  at  as  follov/: 

Original   February  28th  Foremost  cost 

without  J  factor  $111,771.00 

Budgetary  figure  for  2f  stations 

central   vacuum  system  (maximum) 

including  export  packino  and  inland 

freight   to  the  port  of  export  $29,568.00 

Portable  equipment  per  information 

being  supplied  to  ycu  hy  Phil   Gaunt  $29,000.00 

Total    cost  revised  system  $  58,568.00 

Savings  S  53,203.00 

I  hope  this  is  of  use. 

Yours   very  truly, 

APEX    ir.'TERMATIOMAL    IMC 


D.   F.   Morse 
President 


DFM:mt 


139  K-IITCHELL  AVENUE 
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114.  Letter  from  Donald  Morse,  APEX  International,  Inc.,  to  Burton  Rockwell, 
Foremost  International,  dated  June  28,  1974 


APEX 


INTERNATIONAL  INC. 

P.O.  BOX  2561  —  SOUTH    SAN    FRANCISCO.  C  ALIFORNIA    B4080 
TILCPMONC     (4I5>   583  9873  on  761-7425 

June  28,  1974 


Mr.  Burton  Rockwell 
Foremost  International 
One  Post  Street 
San  Francisco,  California 

Re:  5.N.U.H.,  Revised  CATV  Systen^ 

Dear  Burt, 

We  have  received  the  followino  price  information  from  the  RCA  people  which 

I  pass  on  to  you  for  what  It  is  worth. 

Using  the  same  type  of  top  grade  color  cameras  as  previously  specified  but 

with  the  reduced  quantities  as   specified  in  Dr.    Kim's   letter  of  May  11,   1974 

the  cost  to  Foremost   (without  J  factor)  would  be  $394,300.00  for  material 
and  installation  would  be  an  additional   $59,150.00. 

While  I  have  not  discussed  this  with  Hel   Camisa,  as   there  has  not  been  time, 
it  is  possible  to  use  an   intermediate  color  camera  system  for  about  $253,000.00 
and  a  black  and  white  system  for  about  $185,000.00.     The  installation   figure 
could  also  be  reduced  somewhat  upon  more  clarifications  as  to  how  they  want 
the  system  installed,   etc.     This  would  probably  have  to  be  developed  in  Phase 

II  work,  however. 

I  hope  the  above  is  of  use. 

Yours  very  truly, 

APEX  INTERNATIONAL  INC. 


D.   F.  Morse 
President 


DFM:mt 
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115.  Memorandum  from  Burton  Rockwell  to  R.  H.  Baum>  dated  September  13, 

1974 

BURTON  ROCKWELL,  RA. I. A. 

ONE    BELMONT AVEN U E 

SAN    FRANCISCO,    CALIFORNIA    94II7 

TELEPHONE    [4  I  5]  5  6  4- 2  1  4  8 

September  13,  19  74 


MEMORANDUM 

To:   Russell  H.  Baum,  Vice  President 
Foremost  International 

Don  Morse,  President  of  Apex  International,  called 
today  at  about  10  p.  m.  from  Seoul,  Korea; 

Mel  Ifhiteley  of  Foremost  was  with  Mr.  Morse  and  also 
spoXe  with  me. 

Don  Morse  reported  that  the  Foremost  International 
cable  sent  earlier  today  indicating  Foremost-McKesson' s 
withdrawal  from  negotiations  was  received  very  unfavor- 
ably by  the  Koreans.   There  has  been  a  great  loss  of 
face  by  important  citizens.   Mr.  Morse  and  Mr.  VThiteley 
had  been  called  to  a  meeting  v;ith  "Charlie  and  his  boss" 
v.'hich  v;ould  mean  Mr.  Choi  and  Mr.  Urn  who  gave  the  "the 
message"  in  "no  uncertain  terms."   Presumably  more  ex- 
plicit messages  were  considered  imprudent  even  over  the 
military  phone  system. 

Mr.  Morse  v;anted  to  know  v/hether  there  was  any  possibility 
of  mitigating  the  F-McK  action.   He  fears  that  his  other 
contract  for  Eximbank-supported  supply  v;ill  be  cancelled 
and  Femco-Apex's  position  in  Korea  will  be  jeopardized 
unless  something  is  done  to  relieve  the  present  tense 
atmosphere  of  resentment. 

I  said  that  I  understood  the  v;ithdrav;al  by  F-McK  to  be 
final  but  that  I  would  relay  his  concern  to  you. 

Mr.  wTiitelcy  is  also  actively  concerned  and  believes  that 
the  situation  created  in  Korea  by  F-McK's  action  if  fully 
understood  in  San  Francisco  headquarters  would  lead  to 
some  modification  of  F-McK's  position.   He  indicated  he 
would  try  to  telephone  you  and  Howard  Kizer  and  thought 
it  urgent  for  someone  to  talk  to  Mr.  Dinaut.   He  seemed 
to  feel  that  he,  Jim  Blumeand  others  were  in  for  a  hard 
time.   Some  action  to  rescue  the  Koreans  who  have  con- 
sidered themselves  friends  and  promotors  of  F-McK's  inter- 
ests from  loss  of  face  which  can  ruin  their  careers  would 
be  in  everybody's  interest. 

I  promised  to  convey  the  streng^  and  lirgancy  of  his  con- 
cern to  you.      /^       ^^_^~-—~r        y    ^^   /'^        j^y^ 

(Note,  9/15/74:  I  v;as  unable  to  reach  you  by  phone,   Mav 
I,  personally,  urge  consideration  cf  thesr  r.f'-rriatles .  j' 
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116.  APEX  International,  Inc.  memorandum  for  the  record  by  Donald  Morse, 

dated  October  4,  1974 

APEX  INTERNATIONAL  INC. 
Memo  for  the  Record 

Re:  Phase  I  October  4,  1974 

Meetings  and  discussions  held  by  Mr.  D.  F.  Morse: 

September  23,  1974  Met  with  Mr.  Russell  Baum  and  Mr.  Wesley  Giles. 

September  26,  1974  Had  telephone  meeting  with  Mr.  Burton  Rockwell. 

September  30,  1974  DITTO 

October  1,  1974  DITTO 

October  2,  1974  DITTO 

October  3,  1974         Met  with  Mr.  Neal  Denaut,  Mr..  Wesley  Giles  and 
Mr.  Burton  Rockwell. 

My  initial  meeting  with  Mr.  Baum  and  Mr.  Giles  was  for  the  purpose  of  conveying  to 
.them  (Mr.  Denaut  was  out  of  the  country)  the  situation  in  Korea  regarding  thdir 
refusal  to  proceed  with  the  Phase  I  contract.  While  sympathy  was  expressed  for  the 
people  involved  in  Korea  I  was  told  that  Foremost  International  would  not  consider  the 
contract  under  any  circumstances.  Mr.  Baum  did  state  that  if  Exim  Bank  were  to  allow 
a  dual  contract,  that  there  might  be  a  possibility  of  the  Drug  Division  of  Foremost 
taking  on  the  supply  portion  only.  However,  as  Mr.  Baum  is  now  in  the  Drug  Division, 
my  personal  feeling  is  that  he  would  not  push  for  its  acceptance. 

Several  telephone  meetings  with  Mr.  Rockwell  reported  on  his  visit  to  Exim  Bank  and 
his  subsequent  meetings  with  Mr.  Denaut  and  Mr.  Giles. 

Mr.  Rockwell  presented  to  Exim  Bank  his  reasoning  for  recommending  the  dual  contract 
and  found  that  many  of  his  valid  reasons  had  not  previously  been  presented  to  Exim 
Bank.  He  also  suggested  a  much  larger  contracting  firm  than  Femco,  if  that  would  have 
any  influence  on  the  Bank's  decision.  Exim  Bank  promised  to  review  the  dual  contract 
in  light  of  his  recommendations  but  made  no  commitment  one  way  or  the  other  as  to  what 
the  outcome  might  be. 

Mr.  Rockwell  feels  that  he  will  have  a  reply  from  Exim  next  week  but  feels  that  they 
will  probably  not  change  their  mind. 

Mr.  Rockwell  advised  that  in  a  meeting  with  Mr.  Denaut  and  Mr.  Giles  he  outlined  the 
results  of  his  meeting  at  Exim  Bank  and  was  again  informed  that  Foremost  International 
was  no  longer  interested  in  the  contract  but  Mr.  Denaut  authorized  Mr.  Rockwell  and 
the  res-t  of  the  Foremost  people  to  put  every  effort  into  trying  to  assist  SNUH  in  ob- 
taining another  supplier  as  he  felt  a  moral  obligation  to  try  to  work  out  a  solution 
to  the  current  problems  which  they  may  have  caused. 
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On  October  3,  1974  I  met  with  Mr.  Denaut  in  his  office  and  Mr.  Giles  and  "Mr.  Rockwell 
were  also  present.  I  gave  as  my  reason  for  requesting  the  meeting  the  fact  that  I  had 
promised  the  people  in  Korea  to  talk  to  him  and  even  though  all  the  information  had 
been  passed  to  him  as  a  result  of  my  earlier  meeting  with  Mr.  Baum  and  Mr.  Giles,  I 
felt  that  I  should  give  him  the  facts  as  I  saw  them  and  not  have  them  delivered  through 
other  people,  which  I  did. 

Mr.  Denaut  then  asked  what  he  could  do  to  assist  and  I  told  him  that  the  best  thing 
would  be  to  sign  a  single  contract  for  the  Phase  I  Project.  However,  as  that  was  no 
longer  possible,  I  asked  if  there  was  not  some  way  in  which  we  could  put  together  a 
complete  package  for  SNUH  and  have  Foremost 's  name  appear  on  the  contract  in  some 
manner.  Surprisingly,  he  was  agreeable;  subject,  of  course,  to  approval  by  the  legal 
department  and  if  it  could  be  worked  out  to  the  satisfaction  of  both  SNUH  and  Foremost. 
This  should  by  no  means  be  construed  as  a  commitment  on  the  part  of  Mr.  Denaut  or  from 
Foremost  but  certainly  indicates  their  willingness  to  get  the  project  on  its  way  for 
SNUH. 

Mr.  Rockwell  now  has  two  tasks  assigned  him  by  Mr.  Denaut.  First,  he  is  to  make  up 
a  complete  review  of  the  entire  project  to  be  circulated  through  the  various  offices 
of  Foremost  McKesson  so  that  FM  can  define  definitely  why  they  have  turned  the  contract 
down  and  possibly  so  that  someone  in  authority  might  see  it  as  a  good  contract  which 
they  should  accept.  (The  chances  of  the  later  are  very   slim  at  this  point.) 

Secondly,  he  is  to  investigate  the  possibility  of  locating  another  firm  who  would 
be  willing  to  take  on  the  single  contract  as  the  prime  contractor  in  place  of  Fore- 
most International.  If  and  when  such  a  firm  is  found,  then  discussions  will  be  held 
as  to  the  possibility  of  including  Foremost's  name  in  the  contract  as  long  as  they 
have  no  actual  responsibility  for  it. 

After  my  meeting  in  Mr.  Denauts's  office  Mr.  Rockwell  and  I  proceeded  to  another 
meeting  held  in  the  office  of  Mr.  Rex  Allen.  Present  at  that  meeting- were  Mr.  Rock- 
well, Mr.  Allen,  Mr.  Kodani  (of  Rex  Allen's  office)  and  the  President  and  the  Vice- 
president  of  American  Health  Facilities  International,  which  as  I  understand  is  a 
division  of  American  Hospital  Supply,  a  billion  dollar  corporation. 

American  Health  Facilities  International  was  given  the  complete  picture  with  regards 
to  the  SNUH  Project  and  expressed  extreme  interest  in  being  chosen  to  replace  Fore- 
most as  the  prime  contractor.  They  are  going  to  review  the  Phase  I  report  and  other 
information  given  them  and  let  Mr.  Rockwell  know  their  answer.  They  would  only  be 
interested  if  Apex  were  to  continue  as  the  sub-supplier  for  the  electrical,  mechan- 
ical and  architectural  materials  and  if  Femco  would  be  the  sub-installation  and 
maintenance  contractor,  all  of  which  I  assured  them  was  possible.  It  may  be  necessary 
for  us  to  set  up  a  meeting  with  these  people  while  George  is  in  the  States  so  that  he 
€an  discuss  the  involvement  of  Femco  in  this  project. 

It  is  our  hope  that  such  a  plan  would  be  acceptable  to  SNUH.  If  AHFI  or  some  similar 
firm  is  interested  and  we  are  able  to  somehow  include  Foremost's  name  in  the  contract, 
I  feel ,that  this  would  be  the  answer  to  the  current  problem  and  would  "save  face"  for 
all  involved.  If  we  are  not  able  to  get  Foremost's  name  included,  I  still  feel  that 
such  a  package  could  be  acceptable  in  that  we  would  be  presenting  a  "better  deal"  for 
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SNUH  and  might  be  able  to  sell  EPB  etc.,  on  the  idea  that  the  change  is  being  made  to 
improve  the  package  and  the  whole  project  would  thus  benefit  from  such  a  change. 

I  will,  of  course,  continue  to  work  on  all  aspects  of  this  project,  not  only  as  a 
possible  source  of  business  for  our  company,  but  more  importantly  to  see  its  satis- 
factory completion  for  our  many  friends  in  Korea. 

By_ 


D.  F.  Morse.  President 

DFM:mt 
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117.  APEX  International,  Inc.  memorandum  for  the  record  by  Donald  Morse 

dated  October  11,  1974 

MEMO  FOR  THE  RECORD  -  PHASE  I 

October  11,  1974 

Telephone  conversation  witn  Mr.  S'-.rton  Rockwell,  Oct.  9,  1974 

Mr.  Rockwell  met  with  Mr.  De  la  Oosa  and  Mr.  Petterson  of  Foremost  on  Oct.  8th. 
They  discussed  the  legal  aspects  of  using  the  Foremost  name  in  conjunction  with 
sceone  else  as  the  prime  contractor  and  it  was  felt  that  it  might  be  possible  as 
pa-t  of  a  joint  venture  name  where  Foremost  would  have  little  or  no  actual  res- 
ponsibility for  the  contract.  Mr.  De  la  Oosa  met  twice  with  Minister  Yang  and 
while  both  he  and  Mr.  Patterson  feel  it  is  a  good  contract  it  is  doubtful  that  Foremost 
will  change  its  mind.  However,  Mr.  De  la  Oosa  promised  to  give  Minister  Yang  a 
definite  reply  one  way  or  the  other  by  October  11,  1974. 

Mr.  Rockwell  is  to  leave  on  October  9th  for  Phoenix,  Arizona  to  meet  with  a  hospital 
supply  firm  who  might  be  interested  in  acting  as  a  sub-supply  contractor  for  the 
medical  equipment  if  the  previous  discussions  with  American  Health  Facilities 
do  not  work  out.  It  beingji^is  intention  that  these  people  in  Phoenix  would  be 
a.  sub-supply  contractor  for  the  medical  equipment  and  that  Apex  would  be  the  sub- 
supply  contractor  for  the  electrical,  mechanical  and  architectural  equipment. 
(The  firm  in  Phoenix  would  have  been  Foremost' s  sub  in  conjunction  with  Gentec  if 
Foremedst  had  taken  the  contract^  Both  subs  to  be  under  some  prime  contractor 
who  would  be  large  enough  to  be  acceptable  to  both  Exim  Bank  and  SNUH  and  would 
most  likely  do  the  installation  work. 

BRIEF  TELEPHONE  CONVERSATION  WITH  MR.  BURTON  ROCKWELL,  OCT.  11,  1974 
The  results  of  Mr.  Rockwell's  trip  to  Phoenix  were  about  as  mentioned  above.  The 
people  in  Phoenix  are  interested  but  would  only  be  able  to  act  as  a  sub  for  the 
medical  equipment.  They  have  done  at  least  4  hospitals  for  U.S.  AID  in  Laos, 
complete  from  design  of  the  medical  facilities  to  hospital  management  for  same. 

Mr.  Rockwell  has  also  received  advise  from  Amercian  Health  Facilities  that  they 
are  definitely  interested.  Their  President  and  his  boss.  President  of  American 
Hospital  Facilities  itff  parent  company  (both  are  subsiduaries  of  American 
Hospital  Supply  Co.)  are  coming  to  San  Francisco  to  meet  with  the  people  at 
Foremost  on  Wednesday  the  16th  of  October.  Both  Mr.  Rockwell  and  myself  will 
also  be  present.  The  people  from  American  Hospital  Supply  have  stated  that 
they  are  coming  to  S.F.  for  the  express  purpose  of  trying  to  work  out  an 
arrangement  for  handling  the  contract. 
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It  will  be  necessary  that  we  work  out  a  proper  presentation  for  the  people 
from  American  Hospital  and  Mr.  Rockwell  and  I  will  probably  meet  prior  to  the 
Wednesday  meeting  to  work  this  out. 

It  will  be  necessary  for  us  to  sell  the  Apex  and  Femco  sub  contract  portions 
of  the  contract  to  American  Hospital  to  their  complete  satisfaction  so  I  hope  that 
Femco  is  still  wanting  to  accept  a  sub  contract  for  the  installation  work  in 
Korea.   If  not  let  me  know  prior  to  Weds,  morning  my  time. 


By_ 


D.  F.  Morse 
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118.   Foremost   International   intracompany  correspondence   from   Burton 
Rockwell  to  N.  J.  Denaut,  dated  October  24, 1974 


a  lorciDost-McKcsson  comp.tny 

INTRA-COMPANY       CORRESPONOEIMC 


Mr.  N.  J.  Denaut 


,A-re  October  24,  1974 


ROM   Burton  Rockwell 


«E^   Seoul  National  University 
Hospital 


In  exploring  the  interest  of  other  corporations  in  assuming 
contract  negotiations  for  Phase  II  of  the  Seoul  National  University 
Hospital  Project  from  which  Foremost  has  withdrawn,  I  have  found 
considerable  interest.   American  Hospital  Supply  Corporation  with  ■ 
its  fully  owned  subsidiaries,  American  Health  Facilities  Inc.  and 
American  Health  Facilities  International,  is  the  largest  firm  in 
the  United  States  in  the  health  care  field  and  is  an  obvious 
choice.   They  have  expressed  keen  interest  in  the  project  and  it 
appears  to  me  that  there  is  a  good  prospect  for  Foremos t-McKesson 
to  arrange  for  them  to  take  over  the  project.   Although  they  are 
not  the  only  possibility,  I  believe  it  wise  to  concentrate  on 
one  possibility  and,  therefore,  I  have  encouraged  AHFI  more 
actively  than  any  other  candidate.   If  they  at  any  point  decline 
or  are  found  unsatisfactory,  I  shall  immediately  concentrate  on 
the  best  qualified  among  other  interested  firms. 

I  have  been  in  almost  daily  contact  by  telephone  with 
Mr.  Ken  Wright,  President  of  American  Health  Facilities 
International,  and  with  Donald  Morse,  President  of  Apex. 
Mr.  Morse  has  had  daily  telephone  conversations  with  Mr.  Choi 
and  Mr.  Lim  of  FEMCO  in  Korea.   I  have  acted  as  liaison  with 
Mr.  Wright  and  have  kept  Mr.  Giles  and  Mr.  Patterson  informed. 

Mr.  Giles,  Mr.  Patterson  and  I  on  October  17  met  with 
Mr.  Wright,  Phillip  Heeter,  President  of  American  Health 
Facilities,  Inc.  and  with  Mr.  Richard  Roberg,  their  liaison 
with  EXIMBANK.   Wright  &  Roberg  have  had  conversations  about  the 
project  with  Dudley  Crawford  and  Duke  Shepard  at  EXIMBANKl   The 
project  remains  feasible  and  attractive  to  them. 


Mr.  Choi  in  trying  to  get  assent  for  a  transfer  of  negotiation; 
from  Foremost  to  AHFI  requested  letters  from  Foremost  and  from 
AHFI  detailing  the  proposed  transfer.   I  felt  that  letters  v;ere 
inadvisable  and  would  take  too  long  and  that  the  less  personal 
and  more  abbreviated  message  of  cables  would  serve  as  well. 


Drawing  on  the  language  of  Mr.  Baum's  cable  to  Director  Kim  on 
September  19  which  indicates  Foremost' s  withdrawal  from  negotiation! 
for  Phase  II,  I  sent  a  cable  to  Mr.  Choi  after  reviewing  the 
wording  with  Len  Patterson.   I  also  outlined  a  complementary  cable 
for  Mr.  Wright  to  send  expressing  AHFI's  interest  and  requesting 
consideration.   Both  cables  were  sent  on  October  21. 

Supported  by  these  cables,  Mr.  Choi  discussed  the  transfer 
of  negotiations  with  the  EPB  and  the  University.   Both  are 
receptive  to  negotiations  with  AllFI  as  a  successor  to  Foremost. 

There  remains  one  difficulty  which  we  should  be  prepared  to 
surmount:   The  specific  mention  of  Foremos t-McKesson  in  the  ROK 
legislation  permitting  the  contract  for  Phase  II  to  be  negotiated 
instead  of  competitively  bid.   The  importance  of  this  factor  may 
diminish  but  we  should  be  prepared  with  a  position  Foremost- 
McKesson  would  be  willing  to  take  in  allowing  the  use  of  the 
Foremost  name  in  connection  with  the  project.   If  this  difficulty 
is  surmounted,  I  believe  that  AFHI  can  take  over  the  Phase  II 
contract. 

I  have  discussed  various  possibilities  with  Mr.  Giles  and 
Mr.  Patterson  for  the  use  of  the  Foremost  name  with  minimal  or  no 
risk..  I  suggest  three  possibilities: 

1.    Foremost  presence  at  the  contract  signing. 

Foremost  representatives  would  play  a  prominent  role 
in  presenting  to  the  EPB  the  contract  to  be  signed 
with  AHFI;  suitably  prepared  press  releases  would 
emphasize  th«it  Foremost  in  completing  its  contract 
for  Phase  I  had  prepared  the  way  for  the  present 
contract  signing  (by  others).   Even  touches  such 
as  having  the  contract  signing  with  pens  bearing 
the  Foremost  logo  might  help.   Care  should  be 
exercised,  of  course,  to  see  that  there  is  no 
real  responsibility  in  any  of  this  public 
relations  activity. 
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I.         Formal  Documents. 

Carefully  written  preambles  to  the  AFHI  contract 
would  make  much  mention  of  Foremos t-McKesson 
stressing  the  continuity  of  the  project  and 
gj  \       Foremost' s  cooperation  with  AFHI.   Supporting 
^  *•      documents  would  record  that  Foremost  was 
^0  making  available  through  AFHI  all  the  backgrouna 

work  for  Phase  I  including  the  significant  computer 
program;  other  documents  would  attest  to  the 
continuing  service  of  the  Foremost  Phase  I 
professional  consultants  under  the  Phase  II 
contract.   All  of  this  supporting  data,  contract, 
preambles,  etc.  would,  of  course,  be  so  written 
as  to  avoid  any  risk. 

3.    A  Foremost  Contract. 


\^ 


if^'y^ 


If  the  above  actions  do  not  suffice  and  it  becomes 
\'       desirable  in  order  to  achieve  Foremost' s  objectives 
to  have  a  contract  of  some  sort  signed  by  Foremost, 
I  believe  a  contract  can  be  devised  for  some  nominal 
/*      service  without  appreciable  risk.   Foremost-McKesson 
could  contract  for  services  in  interpreting  the 
\         Phase  I  report  or  in  making  Foremost  staff  available 
for  consultation.   A  contract  price  for  such  services 
could  be  set  at  any  reasonable  figure  but  low  enough 
to  reinforce  the  nominal  character  of  the  services. 

I  believe  that  in  all  of  these  matters  Foremost-McKesson  should 
look  to  AHFI, if  they  become  the  Phase  II  contrac tor, for  reimbursement 
of  expenses  during  the  interim  period  (chiefly,  fees  paid  to  me) 
and  for  the  computer  program. 

I  continue  in  contact  with  AHFI  and  with  FEMCO/Apex  and  through 
them  Mr.  Choi.   The  next  step,  all  agree,  'sliould  be  a  meeting  of 
all  concerned.   I  hope  that  you  will  be  able  to  participate  in  such 
a  meeting.   Because  Mr.  Wright  will  be  out  of  the  country  from 
October  29  to  November  9,  I  am  hoping  to  set  up  a  meeting  the  week 
of  November  11.   This  would  include  Mr.  Choi  and  Mr.  Lim  and 
perhaps  others  from  Korea,  Mr.  Wright,  Mr.  Pvoberg,  their  legal 
counsel  from  AFHI,  Mr.  Morse  from  Apex  and  Mr.  Catabayan  of 
FEMCO's  Manila  office  with  Foremost-McKesson  representatives.   The 
latter  would,  I  hope,  include  you,  Mr.  Giles,  Mr.  Patterson  and, 
if  available,  Mr.  Baum 
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In  addition  to  this  meeting,  Mr.  Choi  virgently  requested 
a  meeting  at  Foremost  on  Monday,  October  28.   He  knows  that 
we  cannot  have  all  concerned  available  at  that  time,  but  he 
feels  that  it  is  important  to  meet  with  Mr.  Wright  and 
Foremost  representatives  as  soon  as  possible.   Mr.  Wright 
is,  therefore,  planning  to  take  the  earliest  flight  to 
San  Francisco  from  Chicago  on  the  28th. 

I  understand  that  your  schedule  will  preclude  'your 
attending  a  meeting  on  Monday  the  28th.   If  you  wish  to  meet 
with  me,  please  let  roe  know. 


f      J  . 


Burton  Rockwell 


BR:  dp 


w. 

R.  Giles 

R. 

H.  Baum 

L. 

Patterson 
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119.  American  Health   Facilities  memorandum  from  Philip  Heeter  to  John 
Crotty,  dated  October  25,  1974 


AMERICAN  HEALTH  FACILITIES,  INC, 


TO:   JOHN  CROTTY  -  AHS/XO 
cc:  Ken  Wright  -  AHF/GO 


DATE: 
FROM: 


SUB  J: 


October  25.  197* 
PHIL  HEETER  -  AHF/GO 

Seoul  National  University 
Hospital  Project 


Dear  John: 

AHF   received  a   call    from  Rex  Whitalcer  Allen  of   the   Rex  Allen  architectural 
partnership    in   San    Francisco  asking    if  AHF   had  any    interest    in   pursuing    the 
Seoul    National    University  Hospital    Project.      He    informed   Ken  Wright    that  he 
had  been  working  with   Foremost- McKesson   pursuing   the  project   for   some   two 
years   and    that   Foremost  had  made  a    recent   decision  not    to  pursue    international 
turnkey  equipping   projects. 

A  meeting  was   arranged  with   Foremos t-McKesson   for  Wednesday,    October    16th    to 
learn  more   about   the   project.      The  meeting  was   attended  by  Wesley  Giles,   a 
Vice   President  of  Foremost-McKesson    International,    Len     Patterson,   a   Fore- 
most-McKesson   Corporate   attorney,   and   Burton    Rockwell,    a  consultant  on    re- 
tainer by   Foremost,   working  on   the   project. 

Ken  Wright  and    I   were  presented  with    the  attached  write-up   by  Foremost-McKesson 
as  a  vehicle   for  briefing   us  on   the  status  of   the  project.      They  made    it  clear 
that    the    reason   Foremost-McKesson   had    informed   the   Government  of  Korea    that 
they  were  not    interested    in   signing  a   contract  was   because  of  a   change    in 
management  of   Foremost-McKesson    international.      Ernest  De   La   Ossa  who  was    the 
former  President  of   Foremost-McKesson    International    had  been   brought   up   to  a 
new  position   called  Corporate   V.P.    Government  Affairs.      The  new  President  of 
Foremost-McKesson    International,    Neil    Oenaut,    that   made    the   business    decision 
that   Foremost-McKesson    International    was    in   the   dairy  business,    the  food 
business,    and   the  pharmaceutical    business,  said    that  he  did  not   see  a   "one  each" 
international    equipping  contract  as   a   part  of   their    international    business 
charter. 


Both  Giles  and  Patterson  who  had  been  working  on  the  project  were  unhappy  with 
the  decision,  but  had  been  directed  to  find  a  "reputable"  firm  that  could  con- 
tinue negotiations  with    the    Korean   Government  and  complete   the  project. 

Details  of   the  project  are  as    follows: 

1.  Estimated   volume   of   the   contract    is   30  million   U.S.    dollars.      An   estimated 
$27  million  of   the   $30  million   package  are  medical    and  building  equipment 
sales  with  some   $3  million    reserved   for   fees   and    installation. 

2.  AHF   has   confirmed    that   Exim   financing    is   available   on    the   project  and    that 
Exim's   project  officer,    Duke  Sheppard,    has    indicated  pleasure  at    the 
thought   that  a   company    like  American   Hospital    Supply   could   pick  up  negotia- 
tions with   the   Korean   Government  on    the  project. 
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TO:   John  Crotty  -  AHS/XO  DATE:    October  25.  197'« 

FROH:    Phil  Heeter  -  AHF/GO 

PAGE :   Two 


3.    Foremost  was  anticipating  a  201  front-end  cash  payment  or  a  favorable 
cash  flow  of  $6  million  at  the  outset  of  the  project. 

k.        Foremost  was  anticipating  a  pre-tax  profit  of  $2,632,000  after  reserves 
and  contingencies  on  the  project. 

5.  The  first  phase  of  the  contract  was  a  fee  for  a  study  to  detail  the  equip- 
ment and  systems  needed  for  the  hospital  and  to  evaluate  Its  design.   This 
has  been  completed  and  submitted  to  the  Korean  Government  by  Foremost- 
McKesson. 

6.  A  Korean  company  called  Femco  was  working  with  Foremost-HcKesson  to  do  the 
Installation  work  on  the  contract. 

7.  The  Seoul  National  University  Hospital  is  a  new  1 ,000-bed  teaching  hospital 
In  Seoul,  Korea.   The  building  shell  is  essentially  complete  and  it  Is 
ready  for  elevators,  boilers,  and  medical  equipment.   President  Park  has 
Indicated  that  he  wants  this  hospital  to  be  a  "show  place"  of  the  Far  East. 

AHF's  evaluation  is  that  McKesson  Is  sincerely  interested  in  placing  this  project 
with  a  reputable  firm  for  fol low- through  and  successful  completion  with  the 
Korean  Government.   Foremost  has  two  major  businesses  In  place  In  Korea,  a  dairy 
business  and  a  service  business,  and  they  are  fearful  that  the  fact  that  they  back 
away  from  the  Seoul  National  University  Hospital  project  could  have  negative  affects 
on  their  two  existing  businesses. 

Ken  Wright  is  planning  to  pursue  this  project  by  meeting  with  the  officials  of  the 
Femco  Company  and  being  introduced  to  the  appropriate  Korean  Government  officials 
by  Foremost -McKesson  unless  there  are  any  objections  from  AHSC . 

We  will  pursue  the  contract  simply  on  the  basis  that  we  are  being  introduced  at 
the  appropriate  Government  level  to  pursue  a  new  AHF  contract  opportunity.   AHF  is 
going  to  assume  no  obligations  for  any  negotiations  or  duscussions  in  the  past  and 
will  make  it  plain  to  all  parties  that  we  are  starting  fresh  as  of  the  date  that 
we  enter  negotiations. 

AHF  Is  committed  to  reprice  all  of  the  equipment  Items  ourselves  and  mark  up  the 
contract  based  on  our  pricing  formulas  and  present  a  total  AHF  package  to  the 
Korean  Government  for  negotiation. 

There  Is  also  an  allocation  of  2  million  U.S.  dollars  for  six  months  opening  in- 
ventory of  supplies.   This  could  give  the  Corporation  a  strong  start  In  its  new 
office  opening  in  Seoul  on  supply  business.   Frank  Nakamoto  says  this  is  the 
number  one  hospital  In  Korea  and  has  a  lot  of  Influence  In  the  area. 
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TO:  John  Crotty  -  AHS/XO  DATE:   October  25,  ^Slk 

FROM:   Phil  Heeter  -  AHF/GO 

PAGE:   Three 


The  only  function  that  Foremost-McKesson  will  have  will  simply  be  that  of 
introducing  us  to  the  Korean  Government  officials  with  whom  they  have  been 
negotiating. 

Ken  Wright  is  planning  to  meet  with  Femco  and  the  Korean  officials  within 
the  next  week  to  ten  days  so  it's  important  that  he  be  told  if  the  course 
we  are  pursuing  needs  modification  or  adjustment. 

S I  nee  re  1 y , 


/r 


Philip  C.  Heeter 

PCH/cg 

Attachments 
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120.  American  Health  Facilities  International  memorandum  from  John  Hough 
to  Kenneth  Wright,  dated  November  11,  1974 


& 


0 


MEMORA^roUM 


TO:       Kenneth  C,  Wright 

FROM:     John  W.  Hough 

RE:       American  Heath  Facilities  International, 
Inc.  (AHFI)  -  Seoul  National  University 
Hospital  -  Washington  Meetings  of 
November  11,  1974 


November  11,  1974 
File  28.135-7-2 


I  completed  my  review  this  morning  of  the  Foremost; 
International  proposed  form  of  contract  with  the  Seoul  National 
University  Hospital,  and  suffice  it  to  say  that  it  is  not  in  a 
form  acceptable  to  AHFI,  for,  among  others,  the  following  reasons: 

1.  A  penalty  clause  of  up  to  5%  of  the  U.S.  financed 
amount  for  delays. 

i 

2.  Unprecise  guaranties  and  warranties. 

3.  Uncertainties  as  to  the  the  securing  of  payments  in 
.local  Korean  currency. 

4.  The  requirement  that  the  U.S.  supplier  finance  10%  of 
._.  _      the.  U.S.  costs  through  a  promissory  note  issued  by  the 

.  purchaser.  1*     %3 

5.  Uncertain  duties  as  to  completion  of  the  mechanical 
and  electpp-cal  installations. 

6.  Inprecise  designation  of  installation  duties. 

7.  Just  a  generally  disorganized  and  disjointed  contract. 

Several  notes  to  the  meetings  held  with  Burton  Rockwell, 
a  consulting  architect  apparently  retained  by  Foremost-McKesson 
and  put  in  charge  of  this  project,  as  well  as  Mr.  Ki  Rim  Choi, 
President  of  San  Rim  Trading  &  Industries  Co.,  Ltd.,  apparently 
the  unofficial  spokesman  for  the  Korean  government,  which  are  as 
f o3 lows : 
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1.  SNUH  may  look  to  Foremost  to  respond  for  the  increased 
cost  of  the  equipping  and  completion  of  the  construction 
project,  even  though  no  contract  regarding  the  equipping 
and  completion  of  construction  had  been  signed  by  Fore- 
most.  Apparently  they  are  going  to  attempt  to  use  some 

•  leverage  based  upon  the  present  operating  companies  in 
the  pharmaceutical  and  dairy  business  of  Foremost  in 
Korea. 

2.  Foremost  looks  to  AHFI  to  bail  it  out  of  its  apparent 
exposure,  and,  according  to  a  confidential  memo  from 
Burton  Rockwell  to  Mr.  Denaut,  President  of  the  Foremost 
International  Company, 

"I  believe  that  in  all  of  these  matters,  Fore- 
most-McKesson  should  look  to  AHFI,  if  they  be- 
come the  Phase  II  contractor,  for  reimbursement 
of  expenses  during  the  interim  period  (chiefly, 
fees  paid  to  me)  and  for  the  computer  program.  " 

3.  The  reason  given  by  Foremost  for  pulling  out  of  the  /bon-. 
tract  negotiations  is  that  the  Koreans  were  insisting  on 
a  yy:»Leri"iS  yuaranty  of  principally  apparently  th*»  mfirha- 
nical  and  electrical  systems,  even  though  some  of  these 
systems  were  designed  and  already  partially  installed 

"by  others.   In  the  analysis  of  Mr.  Rockwell  to  Mr.  Denaut< 
he  stated'  that  certain  confident  and  financially  sol- 
vent subcontractors  were  willing  to  give  Foremost  the 
appropriate  systems  guaranties.         ^     *S 

4.  At  a  late  evening  session  with  Burton  Rockwell,  he  lent 
me  his  en<j£ire  file,  confidentially,  to  peruse  and  return, 
and  also  err.phasized  that  certain  local  contingencies 

YOf  10%  of  the  contract  price  v:ere  provided  for  by  FEMCO 
,-  which  was  to  be  the  installation  subcontractor. 


J.  W.  Kough 


Messrs.  Crotty 
Heeter 
Wood 
Roberg 
•    Blomquist 
Keck 
Hull 


35-283  0  -  78  .  U 
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121.  Telex  from  American  Health  Facilities  International  to  Kenneth  Wright, 

dated  March  3,  1975 


3 


1 


C3^ 


V  '  ' 


f(J)-}^ 


hJ 


It. 


VIA    WUI • 
MFl     WNKA 

.  /J;-  : 

R.tKA 

SAMOUK    K28221 

TLX     TO    724473    UHFI     WNKA,     OSA 

MARCH    3*     197  5     •• 

ATT:     MR.    KENNETH    C     WRIGHT 


AMERICAN  HEALTH  FACILITIES 

MAR     3  1975 

INTERNATIONAL,  INC.' 


TODAY    HAD    CONVERSATION    WITH    DOCTOR    KIM    AND    WAS    INFORMED    OF    HIS      , 
CONVERSATION    WITH    YO<JR    MR.     NAKAMOTO    REGAROING    NAKAMOTO'S    PROPOSAL 
STOP    IF    POSSIRLE    I     SUGGEST    YOU    BRING    PRICE    JUSTIFICATION    DOCUMENTAllO 
AND    REVISED    GENERAL    TERMS    AND    CONDITIONS    HERE    FOR    DISCUSSION    AND 
NEGOTIATION    STOP     IF    UNAHLE    TO   COME    I     STRONGLY    SUGGEST    YOU    REDUCE 
TOTAL    PRICE    BY    FIVE    HUNDRED    THOUSAND    DOLLARS    OF    WHICH    REDUCTION 
FIFTY    PERCENT    SHALL    BE    FROM     OUR    PORTION    AND    FIFTY    PERCENT    FROM    YOUR 
PORTION    BY    CABLE    TO    DR. KIM    STOP    YOUR   CABLE    MUST    SAY    YOU    REDUCED 
TOTAL    PRICE    ONLY    UPON    RECEIPT    OF    MR.    CHOI'S    ADVICE    IN    ORDER    TO         f 
PROTECT    DR.     KIM'S    PORTIOiM    AND    FOR    PROJECT    TO    PROCEED    SMOOTHLY    END 
REGARD.    CHOI 


AHFl     WNKA 
0 
SAMDUK    K2822I 


FOR    INTL    TELEX    DIAL    101 
FOR    CABLEGRAMS    DIAL    6481 
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122.  Memorandum  to  Annex  J,  dated  March  7, 1975 

MEMORANDUM  TO  ANNEX  J 


In  conformance  with  Clause  i  of  the  Contract,  the  following  ANNEX  J, 
CONTRACT  PRICE,  is  submitted  by  AMFI  to  Purchaser  for  its  acceptance. 

ANNEX  J  is  presented  on  a  basically  like  format  to  the  pricing  set  out 
by  the  Phase  I  Report  (at  page  98.) 

In  the  event  of  any  differences  between  ANNEX  J  and  the  Phase  I  Report, 
ANNEX  J  shall  govern. 

Prices  set  forth  in  ANNEX  J  summarize  the  prices  set  out  in  various 
Annexes.   To  the  extent  tha.t  any  discrepancies  might  appear,-  the  unit 
prices  set  forth  in  the  respective  Annexes  shall  control. 

Purchaser  acknowledges  that  it  has  reviewed  and  approved  all  the  prices 
set  forth  in  ANNEX  J,  and  agrees  to  the  integration  of  this  MEMORANDUM 
TO  ANNEX  J  into  the  Contract. 

n.atcd  in  Seoul,  Korea  this  1^  day  of  AlAl^O^   >  1375. 
Seoul  National  University  Hospital 


its  oy^y  authdrized  officer 
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123.  Letter  from  Donald  Morse,  APEX  International  Inc.,  to  Kenneth  Wright 
and  Richard  Roberg,  American  Health  Facilities  International,  dated 
May  14,  1975 


INTEKr.-ATIONAl   INC 


PO     BOX    A*Z,3  ■      BUnUINCAMC      CALirORNI 
TnirHO..C      I  «I5  •    602  62h2  O*  2  30    ISIO 
CARLC       APIK     nURLINCAKIC 


Kay  14.  1975 


Mr.  Kenneth  Wright 

Mr.  Richard  Roeburg 

Ar.erican  Health  Facilities  International 

560  Green  Cay  Road 

Winnetka,  Illinois  60093 


Dear  Dick  and/or  Ken: 

A  well  known  thorn  in  our  side  on  past  FEMCO  contracts  by  the  n3r,o  of 
Richard  Kim  who  owns  a  export  conpony  called  KOPA  fnginccnnq  Corp, 
CBS   California  St.,  Sjn  Fr.incisco  has  evidently  obtained  rcront 
infor.-'tion  on  the  SMJII  project  <ind  is  contacting  a  numher  of  the 
suppliers  atten-.pting  to  get  quotations.   Ollie  Lini  advises  that 
Rich3rd  Kim  is  knowledgeable  of  mjny  details  of  the  project  and  that 
he  is  also  causing  some  problems  in  Seoul.  Ollie  has  written  n,c  some 
information  which  he  oht-iined  from  Mr.  Chai  but  states  it  is  so  bad 
he  cannot  tell  me  over  the  telephone. 

Could  you  as  prime  supply  contractor  of  record  on  the  Sr.'UH  project 
write  £.  letter  to  KOPA  Fnginccring  advisinq  thorn  that  you  arc  the 
prir?  (you  do  have  a  signed  tontuct)  and  that  you  alre.idy  have  your 
own  sources  of  supply  and  that  he  is  therefore  w.istino  his  and  the 
ranufacturers  time. 

If  you  don't  want  to  write  such  a  letter  can  you  at  this  time 
authorize  my  advising  the  suppliers  that  we  (AHFl  &  APEX)  have  a 
firm  contract  so  that  they  won't  quote  Dick  Kim. 

All  he  is  going  to  do  is  muddy  up  the  water  again  by  coming  into  the 
hospital  with  lower  prices  which  won't  include  the  services  that  AHFI 
is  including,  or  the  famous  "J"  factor  etc. 

Please  contact  me  on  this  ASAP.  Thanks. 

Regards. 

APEX   IflTERMATIONAL,    INC. 


D.   F.   f'.orse 
President 


DFM:gr 


840  HINCKLEY  RD. 
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124.  American  Health  Facilities  International  memorandum  from  Dick  Roberg 
and  Kenneth  Wright  to  Ron  Scharf,  dated  September  16, 1975 


American  Health  Facilities  International 


FROM  ^'^'^  ROBERG/KEN  WRIGHT 

DATE  SEPTEMBER  16.    1975 

LTROf 

®*-'^^^  SANG   RIM  TRADING   COMPANY 


Deleted 


Apparently,  in  discussions  which  you  have  had  with  various  people  at  XO  a 
question  has  been  raised  as  to  what  the  "J"  factor  really  is.  — 

I  Deleted 


I  the  phrase  "the  famous  'J' 

'factor,"  It  is  simply  Mr.  Morse's  reference  to  the  pricing  factor  which  we 
had  included  in  Annex  J  to  the  Contract  with  the  Korean  Government.   A 
copy  of  Annex  J  titled  "Summary  of  Estimated  Costs,"  is  attached  for  your 
reference.   The  factor  utilized,  of  course,  is  not  the  sort  of  thing  that 
we  would  publish  in  print  for  fear  of  its  falling  into  the  wrong  hands, 
and  Mr.  Morse  was  intelligent  enough  to  make  the  shorthand  reference 
contained  in  his  May  U,  1975  letter.   The  factor  referred  to  is  1.^3,  and, 
admittedly,  in  the  context  of  Mr.  Morse's  cooments,  would  certainly  provide 
Mr.  Kim  of  KOPA  Engineering  Corporation  an  excellent  opportunity  to 
undercut  our  pricing. 

I  thinic  that  some  of  the  confusion  that  might  have  been  created  by  reference 
to  the  "J"  factor  is  the  fact  that  the  President  of  Sang  Rim  is  a  Mr.  Choi 
(pronounced  Chay) .   Thus  someone  hearing  the  expression  spoken  rather  than 
written  might  believe  that  there  was  an  additional  factor,  i.e.,  commission 
for  a  Mr.  Choi  which  was  being  questioned  in  the  May  l**,  1975  letter. 

It  is  our  recollection  from  discussions  with  third  parties,  including  Mr. 
Burt  Rockwell,  Mr.  Morse,  Mr.  Catabayan,  Mr.  Krause,  and  Mr.  Lim,  that  the 
possibility  exists  of  an  additional  amount's  being  paid  by  Apex  to  Mr.  Choi. 
Our  recollections  are  that  at  no  time  was  an  amount  in  excess  of  5%   ever 
mentioned  to  us,  and  it  is  our  belief  that  the  total  commission  payable  to 
Sang  Rim  from  both  AHFI  and  Apex  combined  will  not  exceed  10%.   Clearly, 
there  is  some  speculation  contained  in  the  latter  statement,  in  that  none 
of  the  individuals  to  whom  Ken  or  I  spoke  has  any  direct  knowledge  that  a 
commission  is  even  payable  by  Apex.   If  such  a  commission  is  due,  howeve.r, 
no  amount  in  excess  of  5%   has  ever  been  mentioned. 
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American  Health  Facilities  International 


PAGE  TWO 


FROM  DICK  ROBERG/KEN  WRIGHT 

OATt  SEPTEMBER   16,    1975 

LT«  Of 

suejccT 

SANG  RIH  TRADING  CO. 


In  conclusfon,  there  is  nothing  secretive  about  Mr.  Morse's  conment  in  his 
May  \k   letter.   In  fact,  all  he  was  doing  was  referring  to  the  Annex  by  Its 
letter  abbreviation. 

Insofar  as  other  potential  fees  or  commissions  being  payable  to  Sang  Rim 
from  sources  other  than  AHFI  ,  vfe  have  no  direct  Icnowledge  or  evidence  that 
such  will  occur.  'If  you  desire  further  information  on  this  subject.  Ken 
and  I  will  be  happy  to  discuss  it  with  you. 


RMR:gJI 
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125.  American  Health  Facilities  International  memorandum  from  Ron  Scharf 
to  Bob  Divall  and  Tom  Shaver,  dated  September  17, 1975 


American  Health  Facilities  International 


CC: 


BOa  DIVALL 

TOM  SHAVER 


TOM  MITCHELL 
BOB  PRICE 


p«OM  RON  SCHARF 

DATE:  September   17/  1975 

LTR.  OF: 

SUBJECT:  KOREA  PROJECT 


Gentlemen: 

Attached  is  a  memorandum  frora^en  Wright  and  Dick  Roberg  as 
further  explanation  of  the  "iV  factor  which  we  have  discussed. 


RES:dk 
attachment 
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126.  American  Health  Facilities  International  memorandum  from  Dick  Roberg 
to  Ron  Scharf,  dated  November  6,  1975 


\Lr^>^ 


American  Health  Facilities  International 


RON  SCHARF 
CC:  KEN  WRIGHT 


FROM 

DICK  ROBERG 

DATE 

NOVEMBER  6,    1975 

LTR  OF 

SUBJECT 

SNUH/CHOI 

I  spoke  with  Mr.  Choi  last  evening.   He  felt  things  would  be  resolved  by 
Monday  our  time.   He  is  hopeful  that  matters  will  be  resolved  in  our 
favor.   He  mentioned  that  "there  are  still  other  ways  to  settle  this,  as 
I  have  done  on  other  matters." 

I  specifically  asked  him  about  the  financing,  and  he  said  that  there  were 
no  problems  there.   What  are  the  problems?   Just  what  Yang  said  they  were: 
local  content  and  price. 

I  pointed  out  that  we  went  to  a  great  deal  of  work  (which  we  did)  in  getting 
the  banks  to  write  in,  so  specifically,  our  role  as  sole  equipment  supplier. 
He  said  that  this  was  most  helpful,  but  apparently  not  totally  convincing. 


I  asked  if  we  could  do  anything,  and  his  response  was  wait 
we' 1 1  see. 


ti 1  Monday,  and 


Dick 
RMR:gjl 
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127.  Letter  from  Donald  Morse,  APEX  International  Inc.,  to  Richard  Roberg, 
American  Health  Facilities  International,  dated  January  14,  1»76 


APEX 


INTERNATIONAL  INC 

P.O.   BOX   -4453  BURLINGAME.   CALIFORNIA   94010 


INCKLEY   RD. 


SUITE   142 


January  14,  1976 


Mr.  Richard  Roberg 

American  Health  Facilities  International 

560  Green  Bay  Road 

Winnetka,  Illinois  60093 

Re:  SNUH,  Seoul,  Korea 

Dear  Dick, 

As  discussed  briefly  today  there  are  a  number  of  areas  where  we  need 
clarification,  discussion  and  finalization  in  order  to  accomplish  the 
orderly  supply  of  the  M.E.A.  items  for  the  SNUH  project.  Most  of  them 
have  been  briefly  discussed  with  you  or  Ken  from  time  to  time  but  now 
is  the  time  when  we  need  to  definitely  define  our  role.  As  advised 
I'll  probably  be  accompanying  Mr.  Choi  to  Winnetka  next  week  and  would 
hope  to  be  able  to  meet  with  you  and  Ralph  Snyder  both  together  and 
seperately  after  Mr.  Choi  completes  his  work.  This  will  most  likely 
be  on  January  20th  and  21st  if  necessary. 

Basically  we  need  to  have  a  contract  or  purchase  order  from  AHFI  for 
all  of  the  items  which  we  are  to  supply.  This  does  not  have  to  be  a 
long  formal  contract  but  must  spell  out  all  of  the  terms  and  agreements 
involved. 


Some  of  the  things  to  be  discussed  for  possible  inclusion  therein  are: 


1.  All  items  to  be  physically  supplied  by  Apex. 

2.  All  items  to  be  sold  by  Apex  to  AHFI  but  physically 
purchased  or  priced  by  AHFI.  , (Reference  items  in  A20000 
and  C60000  categories)  /-^-V'^  V"  ^^t  '^^''^    'O^^^'^^ 

3.  Basis  of  pricing  to  AHFI,  considering  total  commitment 
to  Mr.  Choi. 

4.  20%  downpayment  to  Apex. 

Other-areas  which  need  to  be  covered  but  are  not  necessarily  to  be  part 
of  the  contract  or  purchase  order. 


Method  of  Invoicing  from  Apex  to  AHFI. 

AHFI  Payment  of  Apex  invoices  and/or  Drafts; 


a.  Time  of  Payment 

b.  Method  of  Payment 

3.  Submittal  requirements: 

a.  To  consultants 

b.  To  AHFI 

c.  Who  has  final  approval  for  release  to  manufacture. 
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4.  Assistance  from  AHFI  in  financing  our  purchase  orders 
in  the  form  of  a  payment  guarantee  to  our  bank. 

5.  Scheduling  of  shipments: 

a.  Time  of  release 

b.  Port  of  destination  (staging  area  etc.) 

c.  Shipping  marks,  etc. 

d.  Notification  required  before  and  after  release. 

We  understand  that  because  of  your  present  in  house  capabilities  you 
most  likely  will  not  be  using  the  facilities  of  an  outside  U.S.  installa- 
tion supervision  contractor.  Should  this  be  the  case  we  would  like  to 
remind  you  of  the  capabilities  and  expertise  of  our  sister  company, 
Fischer  Engineering  &  Maintenance  Co.,  in  Seoul.  As  you  know  they  have 
operated  in  Korea  for  over  ten  years  as  construction  and  base  mainte- 
nance contractors  to  the  U.S.  military.  As  such  they  have  abilities 
which  undoubtedly  could  be  very  useful  to  you  in  many  ways.  We  are 
not  proposing  that  you  use  them  as  installation  contractors  but  to 
informally  call  upon  them  for  assistance  in  hiring  local  and  third 
national  personnel,  sitting  up  offices,  supplying  transportation, 
customs  clearing  and  a  multitude  of  other  things  that  could  become 
very  difficult  for  people  that  are  in  a  strange  country  using  a  different 
language,  for  the  first  time. 

I  hope  that  I  have  covered  the  major  areas  for  discussion  in  the  above. 
If  any  other  major  item  comes  to  mind  prior  to  my  visit  to  Winnetka 
I'll  contact  you.  Likewise,  if  you  think  of  anything  else  that  I 
should  be  considering  please  contact  me. 

With  best  regards.  I  remain. 

Yours  very  truly, 

APEX  INTERNATIONAL  INC. 


D.  F.  Morse 
President 

DFM:gr 

cc:  Apex  Seoul 
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128.  APEX  International  Inc.  interoffice  correspondence  from  Donald  Morse 
to  Oliver  Lim,  dated  January  26,  1976 

INTER-OFFICE  CORRESPONDENCE 

To:       Mr.  0.  A.  Lim  Date;  January  26,  1976 

From:      D.  F.  Morse  Ref.:   AB-13 

Subject:    Your  AK-44  &  My  Memo  1/23/76 


The  letter  to  AHFI,  copy  of  which  I  sent  you  on  1/23  with  a  covering 
memo  was  written  on  the  airplane  on  my  way  back  from  Chicago  and  in 
re-reading  them  today  I  can  see  where  you  may  be  confused  on  them 
somewhat. 

To  begin  with  Charlie  expected  a  full  10%  of  the  7  million  downpayment 
or  $700,000.00.  Because  of  AHFI's  proposed  5%  agreement  only,  he  got 
from  them  $350,000.00.  AHFI  told  him  the  balance  had  to  come  from  Apex. 
For  us  to  do  this  and  still  handle  our  financing  properly  I  got  a 
tentitive  O.K.  from  AHFI's  controller  to  raise  the  down  payment  amount 
to  .222%. 


^/ 


Provided  the  final  contract  amount  is  as  shown  in  my  letter  to  AHFI, 
namely,  $6,441,793.00  and  we  get  .222%  down  we  should  get  $1,430,078.00. 

This  to  be  distributed  as  follows: 

$1,430,078.00 
KRC  Down  Payment  350.000.00 

$1,080,078.00 
Less  approx.  Factory  Down  Payment     400,000.00 

$680,078.00 
Less  deposit  to  Bank  for  Credit  Line  600,000.00 
Operating  Balance  $  80,078.00 

Again  the  above  figures  are  proposed  only  and  until  we  get  to  actual 
negotiations  with  AHFI,  here  this  week  I  hope.  I  cannot  be  sure  of  them. 

Basically  they  agree  with  your  figures,  however  I'm  not  sure  we  can 
spread  the  $600,000.00  over  a  time  program  as  you  have  outlined,  for 
several  reasons.  First  the  down  payments  to  factories  are  for  only 
4  or  5  of  the  factories  the  biggest  being  Honeywell  to  whom  we  have 
to  advance  engineering  cost  etc.  which  amount  to  more  than  20%.  Thus 
most  factories  will  be  paid  completely  upon  shipment  so  we  would  have 
to  have  some  of  the  $600,000.00  to  pay  factories  as  well  as  the  commission. 
Here  is  an  example  of  my  figuring  on  a  item  which  would  cost  us  $10,000.00. 

Profit  &  10%  Comm.  (X  1.182%)  -  sell  $11,820.00 

Plus  Additional  Comm.  (X  1.0784466%)  12,747.24  (Contract  Sell) 

Cost  $10,000.00 

AHFI  Payment  (-.222%)  9,917.35 

Short  .008265%  82.65 

Comm.  Due  (10%  of  $11,820.00)  $1,182.00 
(.0784466%  of  "   )     927.24 

Total  $2,109.24 
Less  Advance  .32£  .1%  692.59  1.416.6 
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Total  short  payment  $1,499.30  =  .117618%  of  $12,747.24 

Profit  structure  &  commission  is  as  follows: 

Factory  short  &  comn.  payable         $1,499.30  =  .117618%  of  $12,747.24 
Commission  Oownpayment  692.59  =  .054332%  of     " 

Profit  638.00  =  .05005  %  of 

.222%  of  $12,747.24  $2,829.89 

Although  profit  shows  at  .05005%  of  the  inflated  contract  price  it  was 
figured  at  6%  of  our  selling  price  before  commission.  That  is: 

$11,820.00 
Less  1,182.00 

Actual  Sell  $10,638.00 

Less  Cost  10.000.00 

Profit  6%   =  $   638.00 

I  hope  all  of  the  above  is  clear.   If  not  I'll  explain  when  I  see  you  in 
Seoul . 

Because  Ken  Wright  was  not  in  Winnetka  to  confirm  his  verbal  arrangements 
with  Mr.  Choi  no  definite  action  could  be  taken  so  now,  Mr.  Choi,  Ken 
Wright,  Dick  Roberg,  Clay  Page  (AHFI  President)  myself  and  assorted 
attorneys  will  have  to  meet  &  negotiate  the  commission  problem  in  Seoul 
on  2/11/76. 

This  is  about  all  for  now.   I  only  hope  AHFI  will  negotiate  our  contract 
prior  to  the  trip  to  Seoul  as  Charlie  wants  his  balance  of  payment  by 
then. 

Regards, 


D.  F.  Morse 
DFMrgr 
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129.  Bank  records  of  George  Krause  (in  connection  with  APEX  International 

Inc.  material) 
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Checks  issued  by  George  Krause  in  favor  of  Koo  Bum 
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Checks  in  favor  of  Dr.  Hong  K1  Kim  and  an  Unidentified  TTiird-P.rtv 
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130.  APEX  International  Inc.  interoffice  correspondence  from  Donald  Morse 
to  Oliver  Lim,  dated  May  21,  1»76 

INTER-OFFICE  CORRESPONDENCE 

To:   ■  Mr.  Oliver  A.  Lim  Da,e:  May  21,  1976 

From;    D.  F.  Morse  Ref.:   AB-42 

Subject:    SNUH 


Per  conversation  with  Ralph  Snyder  today  he  informs  me  that  based  upon 
their  present  attitude  of  completely  ignoring  any  references  to  commi^cilons 
but  merely  taking  our  prices  as  competitive  and  treating  us  like  any  other 
vender  they  have  decided  that  they  are  not  going  to  give  us  a  contract. 
Instead  they  will  issue  purchase  orders  based  upon  our  quotations,  the 
same  as  they  are  doing  with  any  other  vender.   In  principal  this  is  OK 
with  me  provided  they  will  make  the  down  payment  as  promised  by  Ken  Wright. 
However,  Tom  Mitchell  seems  inclined  not  to  up  hold  any  of  the  commitments 
previously  made  if  it  doesn't  suit  him  so  at  this  point  I  don't  know 
what  is  going  to  happen. 

AHFI  expects  to  meet  with  Exim  and  Minister  Yang  on  Monday  for  submission 
of  the  final  certifications  to  activate  the  L/C.   Immediately  after 
Ralph  Snyder  will  be  going  to  Korea  to  meet  with  E.P.B.  To  be  followed 
by  the  consultants  arrival  in  Seoul  about  June  1st.   The  Consultants 
and  Ralph  expect  to  be  in  Korea  a  week  or  10  days  before  returning  to 
USA. 

In  the  meantime  Ralph  is  going  to  send  us  a  request  for  quotation  on 
certain  items  which  can  be  ordered  now  and  which  must  be  ordered  before 
6/30/76  to  save  expected  price  escalations.  We  in  turn  will  immediately 
issue  firm  quotations  against  which  they  can  place  their  firm  P.O.'s. 
The  problem  being  that  there  a:e  only  about  $990,000.00  worth  of  items 

in  this  catagory.  If  we  can  only  get  our  down  payment  as  P.O.'s  are 
issued  we  will  not  be  able  to  give  KRC  his  downpayment  in  a  lump  sum. 

/ 

I  have  figured  that  27%  of  the  down  payment  to  us  is  KRC's  share  with 
the  balance  of  73%  of  his  commission  to  be  paid  when  shipments  are  made. 
Would  it  therefore  be  possible  to  arrange  with  him  to  give  him  his  27% 
of  each  down  payment  received  until  we  reach  the  $350,000.00  figure? 
On  this  basis,  the  first  group  of  orders,  if  they  total  $990,000.00 
would  give  us  $198,000.00  of  which  we  would  pay  27%  or  $53,460.00. 

In  my  presentation  to  them  I  am  going  to  request  the  entire  down  payment 
for  the  whole  job  and  if  I  get  it  then  the  above  paragraph  does  not 
apply  but  I'm  afraid  I  may  have  a  problem  getting  them  to  even  agree 
to  the  20%  on  each  P.O.  let  alone  on  the  whole  project.   However,  I'm 
also  going  to  insist  on  the  L/C  for  the  entire  project  at  one  time  along 
with  the  downpayment  if  they  want  the  performance  bond.   If  they  insist 
on  the  partial  downpayments  and  partial  L/Cs  then  we  will  try  to  get  the 
bond  requirement  deleted.   If  this  is  possible  the  savings  on  the  bond 
cost  would  make  up  for  the  loss  of  interest  on  the  time  deposits  we  were 
hoping  have  with  the  full  downpayment  money. 
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Whichever  way  we  work  it  out  it  doesn't  look  as  though  anything  can  be 
consumated  until  Ralph  returns  to  the  U.S.A.  about  June  10th  to  15th, 
thus  leaving  us  in  a  hole  again  for  another  30  days. 

I  assume  that  Cesar  has  given  you  the  workup  that  I  gave  him  on  our 
financial  situation  for  May,  76.   This  showed  a  urgent  need  for  $9,038.96. 
By  making  about  a  1/2  payment  to  K&E  only  and  holding  back  on  my  salary 
check  I  can  squeek  by  with  about  $6,800.00  until  June  14th.   It  just 
so  happens  that  I  received  today  the  Federal  1973  unemployment  tax 
refund,  plus  interest,  totaling  $6,464.69.   (See  copy  attached).   If 
Apex  can  borrow  this  by  depositing  it  in  the  Femco  San  Bruno  account 
and  then  drawing  a  check  to  Femco  we  might  make  it  or  at  least  come 
awfully  close.   Please  give  this  serious  consideration  and  if  we 
haven't  already  discussed  it  by  telephone  send  me  a  cable  or  telex 
authorization  to  proceed  in  accordance  with  my  suggestion. 

Best  Regards, 


D.  F.  Morse 

DFM:gr 

cc:   CYC,  Manila 

End. 
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131.  Letter  from  Donald  Morse,  APEX  International  Inc.,  to  David  Anderson, 
American  Hospital  Supply  Corp.,  dated  August  5,  1976 


APEX 


INTERNATIONAL  INC 

P.O.   BOX   4453  BURLINGAME.   CALIFORNIA   94010 


August   5,    1976 


840  HINCKLEY   RD. 


SPECIAL       DELIVERY 


Mr.    David  Anderson,    Esquire 

American  Hospital   Supply   Corp. 

Legal  Department 

990  Grove  *"  " 

Evanston,  111.  60201  -.-,  -   . 

Dear  Dave, 

It  was  good  seeing  you  again  yesterday  and  I  hope  that  the  results  of 
our  meeting  were  favorable  for  all  concerned. 

I  apologize  for  my  vague  recollection  of  my  conversation  with  Tom 
Shaeffer  earlier  this  year.   I've  tried  to  refresh  my  memory  on  it 
ever  since  our  meeting  yesterday  and  am  still  hazy  about  it.   1  do 
confirm,  however,  that  he  did  mention  the  new  policy  of  AHS  and  that 
we  agreed  that  we  could  most  likely  live  with  it. 

As  you  requested  I  am  enclosing  herewith  copies  of  three  separate 
agreements  with  Mr.  Choi  which  I  have  labeled  numbers  1,  2  &  3. 

Brief  explanations  for  each  are  listed  below  by  number. 

No.  1  -  This  is  our  general  appointment  letter  required  for  Mr.  Choi's 

registeration  in  Korea  as  our  Sales  Representative.   This  agreement, 
by  Korean  law,  must  be  renewed  every  2  years.   Thus  this  appoint- 
ment is  a  renewal,  dated  July  6,  1975,  of  our  previous  appoint- 
ment letter. 


No.  2  -  This  was  our  original  agreement  on  the  SNUH  project  and  the  percentage 
sho\<m  was  based  upon  figures  given  us  by  Ken  Wright  as  explained 
in  Yesterday  meeting.   In  othen-^ords,  the.  8-10%  of  the  M.E.A. 
was  to  equal  5%  of  the  overall  AHFI  FOB  source  total  contract. 

No.  3  -  While  we  erred  in  not  so  stating,  this  agreement  superceeded  No.  2. 
It  was  written  at  the  time  when  we  expected  that  their  would  be  no  • 
problem  with  the  AHFI  "Pass-through"  of  the  "Second"  5%   and  the 
dollar  amounts  shown  totaled  the  approximate  dollar  amount  of 
the  expected  "Pass-through".   The  advance  of  $350,000.00  against 
reimbursable  expenses  in  effect  was  the  second  half  of  the  10% 
he  expected  to  receive  of  the  AHFI  downpayment. 
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As  advised  yesterday  we  are  going  to  rewrite  all  existing  agreements, 
pertaining  to  the  SNUH  project,  with  Mr.  Choi  and  as  soon  as  a  formal 
draft  is  available  I'll  forward  you  a  copy  for  your  reference.   This 
should  be  completed  prior  to  his  departure  from  Seoul. 

I  hope  that  the  above  and  enclosed  information  is  what  you  require. 

Yours  very  truly, 

APEX  INTERNATIONAL  INC. 


D.  F.  Morse 
President 


DFM/gr 
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132.  APEX  International  Inc.  interoffice  correspondence  from  Donald  Morse  to 
Oliver  Lim  and  C.  Y.  Catibayan,  dated  September  16,  1976 

INTER-OFFICE  CORRESPOMPENCE 

To:        Mr.  0.  A.  Lim/Mr.  C.  Y.  Catibayan  -  ETAL  Date;  September  16,  1976 

From;      D.  F.  Morse  Ref :   AB-61 

Subject;     SNUH  Project 


I  am  attaching  a  copy  of  a  letter  I  have  just  written  to  Terry  Dahl 
at  AHFI  as  a  result  of  our  meetings  and  discussions  with  Terry, 
Ralph  Snyder  and  Fred  Crans  of  AHFI  in  our  offices  over  the  last 
several  days.   As  Ollie  knows  from  our  telecon  several  days  ago  they 
were  really  beating  on  me  to  lower  our  profit  and/or  commission 
because  the  price  escalations  and  errors  made  by  Ken  Wright  were 
killing  them.   Actually  overall  price  escalations  are  only  about 
$215,000.00  whicl;  we  could  not  afford  to  absorb.   They  were  also 
saying  that  our  profit  margin  .1696%  (which  includes  10%  of  our  selling 
price  in  commission)  was  too  high  for  them  to  justify  competitive 
purchasing  to  their  auditors. 

Therefore,  in  taking  a  close  look  at  our  figures  I  decided  that  it 
would  keep  them  quiet,  their  auditors  quiet  and  make  everyone  happy 
if  we  agreed  to  revert  to  the  same  pricing  upon  which  they  took  the 
contract.   This  means  that  we  are  gambling  that  we  can  make  up  the 
$215,000.00  in  purchasing  savings.   I'm  fairly  confident  that  we  can 
not  only  make  up  the  $215,000.00  but  that  we  can  most  likely  effect 
savings  in  the  area  of  $300,000  to  $320,000.00  or  more. 

Currently  our  projected  profit  is  about  $301,000.00  plus  20%  of  any 
savings  we  can  obtain  for  AHFI  above  the  $215,000.00  mentioned  above. 
Overall  we  will  come  out  a  lot  better  but  some  of  the  individual 
sales  are  going  to  look  funny. 

AHFI  suggested  the  corporate  or  bank  guarantees  which  is  fine  with 
me  as  it  should  save  us  some  $15  to  20,000.00  in  bank  charges  over 
the  whole  project. 

They  will  get  our  contract  issued  next  week  and  upon  signing  make  the 
downpayment.   If  this  goes  according  to  their  usual  schedule  it  will 
probably  take  2  weeks  but  at  least  we  are  very  much  closer  now  than 
we  have  ever  been  before. 

I'll  report  further  as  things  develop. 

Regards, 


D.  F.  Morse 

DFM/gr 
End. 
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133.  APEX  International  Inc.  interoffice  correspondence  from  Donald  Morse  to     | 
Oliver  Lim,  dated  September  30,  1976 

INTER  OFFICE  CORRESPONDENCE 

To      Mr.  0.  A.  Lim  Dale   September  30,  1976 

From     D.  F.  Morse  .  Ref    AB-6A 

Subject   Your  AK-70  &  Phase  III  In  General 


I  talked  to  Ralph  this  morning  on  several  subjects  and  read  him  your  letter 
AK-70.   He  is  thinking  it  over  and  may  suggest  that  I  send  a  copy  to  Terry 
Dahl.   Terry  and  Fred  Crans  are  planning  on  leaving  for  Korea  on  October 
8th,  unless  they  change  their  minds  as  they  have  been  known  to  do. 

My  opinion  and  Ralph's  is  that  someone  is  going  to  have  to  explain  the 
"Facts  of  Life"  to  Terry  as  he  doesn't  really  believe  Ralph  and  even 
seems  to  question  my  comments  on  the  situation  in  Korea.   It  is  Impossible 
to  threaten  AHFI  with  the  results  of  what  might  happen  If  they  don't 
keep  the  "people"  happy  and  their  usual  reply  is  "show  me"  or  "if  thats 
the  case  we  will  just  give  up  the  contract  now".   Mr.  C  should  be  prepared 
to  really  explain  the  problems  now  existing  and  I  think  you  or  Cesar 
should  sit  Terry  down  and  explain  the  entire  picture  from  the  beginning 
as  to  how  they  got  the  contract,  whose  really  responsible  for  it  and 
the  reprocessions  that  could  develop  if  it  doesn't  go  smoothly.   I  think 
you  know  what  I'm  saying. 

The  trouble  we  are  currently  facing,  and  we  are  still  facing  it,  is  that 
corporate  management,  inside  and  outside  corporate  attorneys  and  corporate 
auditors  are  still  trying  to  say  that  they  don't  need  Apex,  that  they  can 
buy  as  will  direct  from  the  manufacturers  and  save  our  added  profit.   They 
feel  that  our  profit  figure  (including  C's  commission)  is  too  high.   They 
will  not  and  do  not  take  into  consideration  the  commitment  to  C.   Everyone 
from  Tom  Mitchell  on  up  are  talking  the  attitude  that  the  52  that  they  are 
paying  him  is  more  than  enough.   They  have  closed  their  eyes  &  minds  to 
anything  else  and  if  they  didn't  they  would  have  more  trouble  with  the 
SEC  Investigaters. 

My  opinion  on  Edwards  is  that  he  has  a  deal  with  someone,  quite  possibly 
Richard  Kim,  to  give  them  some  or  all  of  the  business  for  a  kick  back 
of  some  kind.   If  he  is  put  in  charge  of  the  purchasing  then  he  could 
easily  by-pass  Apex  and  buy  from  his  "Partner"  on  the  grounds  of  getting 
better  prices.   And  they  would  probably  be  better  prices  because  there 
would  be  no  commission  included. 

Ralph  also  advised  that  he  has  been  instructed  to  make  direct  contact  with 
a  portion  of  our  suppliers  to  document  whether  or  not  they  could  buy  at  better 
prices.   Because  of  escalations  now  in  effect  we  are  going  to  look  real 
good  in  some  cases  and  because  of  purchasing  from  better  sources  than  when 
we  originally  quoted  it  could  look  like  we  are  making  for  too  much  profit. 
If  Ralph  does  it  right  we  could  look  good  overall;  but,  while  he  seems  to 
be  on  our  side,  I  can't  really  be  sure  so  at  this  point  don't  know  what 
is  going  to  happen.   Also  Ralph  advises  that  he  has  been  instructed  to 
pull  certain  items  out  which  come  from  a  subsidiary  of  AHS  and  buy  them 
direct.   While  this  was  Ken's  original  plan  when  we  were  talking  a  11  million 
contract  they  had  later  said  that  they  would  allow  us  to  handle  all  the  M.E.A. 
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Items  to  boost  up  our  share  after  the  deletions.   This  means  that  they 
would  be  pulling  about  $128,500.00  out  of  our  contract  and  an  estimated 
profit  over  and  above  our  regular  profit  and  commission  of  $19,500.00. 
This  $19,500.00  would  come  out  of  our  surplus  and  affect  our  overall 
loss  figure  prior  to  redesign,  etc.,  by  that  amount.   Therefore  if  they 
try  to  remove  any  other  items  I'm  going  to  have  to  tell  them  to  forget 
the  deal  about  selling  at  the  3/31/75  prices. 

As  you  can  see  from  the  above  the  whole  project  is  still  in  a  mess  and 
I  don't  know  when  they  will  ever  get  a  final  decision  to  place  orders. 
I  hope  that  they  arrive  at  a  decision  next  week  before  Terry  leaves. 
Otherwise  it  may  have  to  await  his  return  several  weeks  hence. 

I  have  no  choice  but  to  take  out  another  note  at  French  Bank  to  carry 
me  through  October  and  to  pay  off  some  of  the  old  NCRI  creditors  who  are 

raising  H about  payments  (about  $3,500.00  worth  including  Connell 

Bros  old  Femco  Bill).   I  hope  you  don't  object. 

Best  regards. 


D.  F.  Morse 
DFM/gr 


I  wish  you  were  here  now  to  talk  to  these  AHFI  people  and  see 
how  difficult  they  are  to  deal  with. 
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134.  APEX  International  Inc.  interoffice  correspondence  from  Donald  Morse  to 
Oliver  Lim,  dated  October  5,  1976 

Mr.  0.  A.  Lin  Octobar  5,  1976 

D.  F.  Morse  AB-65 

Your  AK-71 


My  AB-64  explained  some  of  the  problems  with  AHFI,  but  It  Is  Impossible 
to  put  all  of  their  problems  and  mind  changes  In  a  letter  as  It  would 
take  a  week  to  write  It. 

My  agreement  to  give  them  the  old  prices  may  not  be  accepted  by  them 
anyway  as  they  might  get  smart  and  realize  that  they  would  be  better  off 
by  taking  the  redesign  savings  themselves  and  Just  give  us  current  prices. 

They  have  even  gone  so  far  as  to  ask  me  what  I  would  take  to  cancel  the 
agreement  that  Ken  Wright  made  with  us.   My  answer  was  $1,000,000.00. 
Obviously  this  was  a  shock  to  them  but  Is  really  very  realistic  when  you 
consider  our  commitment  to  C.   Anjnray  I  don't  think  they  will  seriously 
consider  It  unless  they  get  wind  of  some  definite  additions  to  the 
contract.   But  If  there  are  additions  then  we  want  In  on  them  as  well, 
so  my  figure  would  go  up  accordingly.   It  Is  very  heartening  to  see 
them  realize  that  the  agreement  Is  valid  as  I'm  sure  that  they  have 
had  their  attorneys  checking  on  a  way  out  and  evidently  there  Is  none 
for  them.  Thank  goodness. 

To  answer  your  question  In  AK-71  you  are  correct  regarding  any  redesign 
savings  being  returned  to  SNUH.  However,  this  refers  to  redesign  resulting 
In  changes  In  the  systems  or  equipment.   I  am  referlng  to  redesign  which 
doesn't  effect  the  equipment  being  supplied  or  the  job  It  will  do.   In 
the  case  of  Honeywell  they  have  had  some  equipment  design  up-dating  such 
as  changes  to  electronic  type  equipment  which  reduces  our  cost  but 
doesn't  effect  the  operation  of  the  equipment. 

The  second  question  Is  more  difficult,  regarding  the  conmlsslon.   I  can 
only  hope  that  we  can  negotiate  this  with  him  when  the  time  comes.   If 
some  Items  are  added  to  the  contract  to  bring  the  selling  price  up  to 
or  over  7,000,000.00  then  we  will  have  no  problem.   If  AHFI  get  away 
with  a  redaction  then  we  will  have  to  explain  the  facts  and  hope  for  a 
understanding  and  a  negotiated  amount  less  than  the  $700,000.00.  Will 
have  to  wait  and  see  on  this,  I  guess. 

Beat  regards. 


D.  F.  Morse 
DFM/gr 
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135.  Subcommittee  excerpt  of  sworn  statement  of  George  F.  Krause,  dated 

July  31,  1978 
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UKITED  STATES 
HOUSE  OF  REPRESENTATIVES 
--oOo-- 


IKVESTIGATOK  OF 
KOREAK-AMERICAN  RELATIONS 

( 


--oOo — 
EE  IT  REMEMBERED  that,  pursuant  to  notice,  and  on 
Monday,  July  31,  1976,  commencing  at  9:'*0  o'clock  a.m. 
thereof,  at  S^IO  Hinckley  Road,  Esurlingame,  California  before 
me,  CAROL  A.  FUSCO,  a  Notary  Public  in  and  for  the  County  of 
Contra  Costa,  personally  appeared 

GEORGE  F.  KRAUSE 


called  as  a  witness  by  the  UNITED  STATES  HOUSE  OF 
REPRESENTATIVES,  who  having  been  first  duly  sworn,  was 
examined  and  testified  as  follows: 

--  oOo  — 
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1  SubcomiEl  ttee  of  International  Organizations,  United 

2  States  ^ouse  of  Representatives,  3515  House  Annex  Ko,  2, 

3  Washington,  D.C.   20515,  represented  by  STEVEN  f.    ELUSH  and 
it  ELkAf.L  J.  fc/KEP,  Investigators. 

5  oOo 

6  EXAKUATION  EY  Kf.  .  ELUSh 

7  Kf>.  ELUSh:    Cn  the  record.   Ve  will  swear  him 
b  after  an  opening  statement. 

9         C  .    Kr.  Krause,  have  you  had  a  chance  to  read  the 

10  manoate  f  i»»a  the  Subccmn  i  t  tee  and  the  ^ules  which  were 

11  providea  with  the  subpoenas  hot   »  ITS'  »>.-.iiipiiw  y  ? 

12  A.    h.r  .    Sinclair  sent  me  one  from  the  bank.   They 

13  probably  gave  them  to  the  bank. 

1^  KF.  ELLSF  :    Vould  you  swear  the  witness,  please? 

15  (Witnesssworn) 
1C               KF.  ELUSh: 

17         C.    Kr.  Krause,  would  you  state  your  full  name  and 

16  current  address  for  the  record? 

19  A.  .   George  f.  Krause,  APC  96301,  San  Francisco, 

20  California. 

21  C.    Are  you  a  U.S.  citizen? 

22  A.    Yes. 

23  C.    You  are  currently  residing  in  the  Pepublic  of  Korea; 
2^  is  that  correct? 

25         A.    Yes. 
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t.    Could  you  provide  for  us  a  synopsis  of  your 
ercployiaent  history  K^the  last  ten  years? 

A.    Well,  the  last  ten  years  have  been  with  FEKCO. 
Fischer  Engineering  and  Kaintenace  Company  is  the  company 
name.   The  abbr(j/^ation  is  FEMCO . 

C.  j/Xour    relationship  to  FEKCO? 

A.    I  am  vice-chairman  now. 

C.    Do  you  have  a  relationship  to  Apex/? 

A.    I  am  one  of  the  directors,  yes. 

C.    Are  there  any  other  companies  ^^mit  you  have  been 
either  a  director  ^_  or  employee  ^f-   in  the  last  ten  years? 

A.    hell,  v-e  started  the  company  4lhM^  InterconrTis 

o —   u^ 
that  itj.but.  never  did  go  anyplace  with  it. 
A    ^ 

C.    Intercon? 

A.    Intercon,  yeah. 

C.    When  was  that,  approximately? 

A.    Oh,  it  was  way  back  sometime  around  1971  or  '72,  I 
think,  if  I  remember.   It's  very  vague  because  it's  a  company 
we  never  used. 

C.    What  was  the  purpose  of  setting  up  that  company? 

A.    Well,  t-h^,ti  was  going  to  be  a  supply  company  and 
also  it  wasiRGH,  Rental  Guaranteed  Housing.   This  is  a 
contract  we  have  in  Korea  today.   This  was  one  of  the 
companies  that  we  were  setting  up  to  borrow  money  to  build 
the  RGH. 
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1  C.    What  about  Apex,  when  was  that  first  started? 

2  A  .  Oh,  around  --  I  can't  remember. 
5         C.    Approximately? 

^  A.I  was  never  too  much  interested. 

5  C.    Okay.   You  are  a  vice  chairman  of  Apex;  is  that 

6  correct? 

7  f.  Vice  President,  I  think  my  last  title  was.   I  war  a 

I'm  tf 
b         director  for  a  long  time  and  nowiVice  President. 

9         C.    Could  you  describe  the  type  of  business  that 

10  Fischer  Engineering  and  Maintenace  Company  is  engaged  in? 

11  A.    Veil,  ours  is  heavy  construction,  maintenance  of 

12  equipment  and  maintenance  on  government  contracts. 

13  C  .    In  Korea? 
U         A.    In  Korea. 

15         C.    Therefore,  -Hkeie=«**e  a  so-called  U.S. -invited 

17  A.    This  is  true , /U  .S  .-invited  contracts.   And  also  we 

18  have  contracts  in  the  Philippines. 

19  C.    Could  you  explain  to  us  what  restrictions  the 

20  category  of  U.S. -invited  contractors  are  under  in  Korea? 

21  A.    As  invited  contracte,  in  order  to  do  business  on 

22  the  commercial  side,  that  is  the  Korean  side,  I  would  have  to 

23  get  an  approval  from  the  United  States  Government  and  the 
2^*    Korean  Government. 

25  This  is  because  of  the  SOFA  Agreement.    This  is/a* 
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1  the  SOFP    Agreement. 

2  C  .    e^    you  explain  what  role  you  have  played  in  the 
J    operations  of  Apex? 
i*         A.    ^ell,  actually  in  A  p  o  ic  after  Apex  vas  formed,  a«4- 

5  being  so  busy  on  the  FEKCO  operation,  I  never  did  do  too  much 

6  with  Apex. 

7  C  .    Would  you  have  a  decision-making  role  with  respect 
to  policy? 

A.    The  paper  would  go  across  my  desk  if  any  changes 
were  made. 

C.    Let  me  give  you  an  example.   If  there  was 
correspondence  between  Apex,  San  Francisco/purlingame ,  and 
i    '  ■*orea,  would  that  correspondence  reach  your  desk? 

A.    Some  of  it  would,  ^ost-  not. 

C  .    'Nwi*"i*»*i*— ■  who  would  handle  that /correspondence? 


i-rii^    would  be  Kr.  Lim,  Oliver  Lim 


A 

Q.  Are  you  familiar  with  an  individual  named  Choi  Ki 
Rim? 

A  .  Is  that  Kr.  Choi? 

Q .  Yes .y^Actually  I  don't  know  what  his  full  name  is,  Iw 
Korean  name.   I  always  say  Mr.  Choi  and  he  c-jIIs  me  Mr. 
Krause . 

C.  When  did  you  first  meet  Mr.  Choi? 

A.  I  met  Mr.  Choi  maybe  1970,  in  that  area  someplace. 

C.  Where  was  that? 
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A  .         In  Seoul ,  Korea  . 

C.    Can  you  describe  for  us  the  circumstances  .K^afu  your 
first  •**•>, r.  Choi? 


■jr 


A.    Well,  Hr.  Choi  was  a  friend  of  Mr.  Catibayan,  Cesar 
Cat Ibayan . 

C  .    Who  Is  Kr .  Catibayan? 

A.    he  Is  the  President  of  FEKCC,  now.   I  was 
introduced  to  hr .    Choi  by  Pr.  Catibayan,  -^kBU^ 

C.    Was  this  a  social  occasion  or  business? 

A.    Social  occasion  in  our  office.   They  came  In  and  he 
was  introduced  to  ae. 

C.    Did  Hr .    Catibayan  and  Kr,  Choi  have  a  social  or 
business  relationship  at  the  time  when  you  first  met  ^taln? 

A.    This,  I  don't  know.   I  imagine  they  evidently  «*/* 
talking  business. 

C.    What  was  Mr.  Choi's  business  at  that  point  In  time? 

A.    I  think  he  is  President  of  Sang  Blm  J»«»^«ai9^ 
Trading  Company. 

0.    Eetween  1972  and  --  excuse  me  --  let  me  repeat  that 
/1970  and  1972,  did  a  business  relationship  form  between  Mr. 
Choi  and  FEMCO? 

A .    They  Mhs    forming  a  business  relation  between  FEMCO 
and  Sang  Flm. 

C .    What  was  the  nature  of  the  relationship? 

A.    The  nature  was  they  idks  working  on  this  hospital, 
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It  was  in  the  talking  stage  ^that-^j^.   If 


with  Foremost. 

e.    When  you  say  "they,"  you  Bean  -- 

A.    Veil,  we.   Maybe  I  befcter  put  it,  "we." 

C.    You  say  you  were  working  on  this  hospital.   What 
work  was  being  undertaken  in  -- 

A  . 

Foremost  should  be  able  to  get  the  supply  contract  on  the 
hospital,  well,  FEMCO  would  do  the  construction,  or  the 
hti  1 1I  tB-t-44n  . 

C.    Kow  did  Foremost,  if  you  know,  come  to  have  a 
relationship  with  Mr.  Choi? 

A.    This,  I  do  not  know. 

C.    WiiUH  U3as=:9Bi^B»^  when  you  say '^Foremost ,  what 
individuals  did  you  meet  from  Foremost  during  that  early 
period? 

A.    Let's  see.   Mr.  Whitely  I  think  was  one.   He  was 
the  Operations  Manager  in  Korea. 

C .    For  Foremost? 


^.. 


Did  you  meet  a  Mr.  Eaum,  also  during  that  period? 

No,"  I  never  have  met  Mr.  Baum. 

Were  Mr.  Choi's  contacts  with  Apex/ FEMCO  djjring 
the  early  period  with  any  one  particular  individual  or  did  he 
form  a  relationship  with  a  number  of  Apex/PEMCO  personnel? 
A.    Well,  this  would  be  after  WTa^FEMCO  --<^  after 
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ForeiEost  decided  they  wouldn't  take  the  contract. 

C.  >fter  ForeiLost  decided  they  would  not  take  the 
contract? 

A.  Yes. 

C.  Do  you  recall  approx  iaa  telx|  when  that  was? 

/  .  ho  ,    1    ••*>'  ». 

C.  You  say  Foreoost  decided  not  to  take  the  contract. 

When  you  say  "contract,"  you  mean? 

A.    J^   the  supply  contract.   I  know  they  »•«  going  to 
r 

•^ 
banks.   There  was  money  supposed  to  be  put  up,  vr  they  had  to 

get  the  loanand  so  fort  h . • w  » h  t  ■  .   I  have  always  been  in  the 

operation  of  FEMCC  as  the  fieldnan,  the  engineering  fieldman 

rather  than^tbe  businessJin  the  office. 

0.    Who  would  have  conducted  the  business  in  the  office? 

A.    Mr.  Catibayanf  Mr.  Lin. 

C  .    I  see. 

A.    This  would  be  on  FEMCO,  and  of  course,  Mr.  Morse  on 


Apex. 


Was  Apex  set  up  in  order  to  handle  the  first  phase 


of  this  contact  with  Foremost-McKesson? 

A.    1  think  this  was  one  of  the  ideas  xcf  Apex.   We  also 
had  supplies  on  the  RGF  and  other  areas  -tllMrt  we  needed  a 
supplier  in  the  States. 

C.    What  about  Intercon?   Was  Intercon  also  originally 
set  up  for  that  purpose? 


COMPUTER  TRANSCSIPTION 


SCHILLER  &  CX>MBS.  INC. 

COyHT  ANO  DEPOSITION  REP08TERS 

6JS  POLK.  SUITE  »S 

SAN  FRANOSCO   CALIFORNIA  MIOZ 

TEL  (415)  m-r>*7 


KEY  WO«C  INDEXED 


663 


1 

2 

3 

It 

5 

6 

7 

6 

9 

1C 

11 

12 

13 

15 
16 
17 
Ifc 
IS 
20 
21 
22 
23 
24 
25 


A.    No,  Intercon  was  originally  set  up  ot 
loney  in  on  the  Fental  Guaranteed  Housing. 


to  bring 


was  Intercon  incorporated? 


••»*-) 


A.    I  think  they(cbrporation  with  Intercon  --it's 
either  Nevada  or  Delaware,  I  forget  because  it  never  did 
materialize  . 

C.    Eut  it  was  a  U.S.  corporation? 

A.    It  was  a  U.S.  corporation. 

C.    You  met  Kr.  Choi  in  1970,  you  said? 

A.    Around  1970,  yes. 

C.    From  the  documents  that  we  have  had  occasion  to  see 
of  FEFiCO  and  Apex  and  Intercon.as  well  as  other  documents,  it 
would  appear  that  the  relationship  formulated  around  the 
first  phase  of  the  SNUh  project  in  late  1972,ithat  time  frame, 
Between  1970  and  1972  are  you  aware  of  any  payments 
or  transfers  of  funds  by  Choi-  Ki  Pim,  Mr.  Choi,  or  Sang  Rim 
Trading  Company,  to  any  Korean  or  American  government 
official? 

A  .    No,  I'm  not. 

C.    Did  Mr.  Choi  ever  mention  having  to  make  payments 
to  any  government  officials? 

A  .    Not  to  me ,  no . 

C.    Did  you  have  aj& u u i ii mw— rrt!^ffW><l#»-*iA»Ji^i>w>tp- 
^  personal  businc 
frame? 


less  relationship  with  Mr.  Choi  in  that  time 
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1         A.    Not  a  personal  one,  no.   I  have  never  associated 

c  myself  with  Kr.  Choi  other  than  when  he  would  come  In/ the 

3  office  wanting  something,  like  several  times  he  exchanged 

k  checks  with  me,  he  wculd  give  me  one  of  his  checks  for  one  of 

5  my  checks.   hhy,  I  don't  know.   I  never  could  find  out  why. 

6  C  .    how  would  that  work? 

7  A.    He  would  give  me  the  same  amount  --  he  would  give 

6  me  a  check  In  the  amount  he  wanted,  and  In  turn,  I  would  give 

9  him  a  check  to  go  back  Into  his  bank.   Kow,  why,  I  have  never 

10  found  cut. 

11  C.    Your  bank  Is  located  where? 

12  A.    SHk^.  Eank  of  California. 

13  C.    has  that  been  your  bank  for  the  last  six,  seven 

14  years? 

15  A.    Yes.   That  Is  actually  a  Joint  account  bet>»aen  my 

16  wife  and  myself. 

17  C 
16  A 
19         C.    Mr.  Choi,  also? 

2:0         A.    Maybe  French  Bank  or  Bank  of  California.   I  never 

21  did  pay  too  ouch  attention  to  him. 

22  C.    Put  his  account  was  in  dollars? 

23  A.    In  dollars^  ^amm^^^g^^. 

2K  C .    So  you  weren't  exchanging  won  for  dollars? 

25         A.    Ko. 


And  Kr.  Choi's  account  was  located  where? 

I  ii^  -e  E  a  n  k  of  California  in  those  days,  I  think. 
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1  C.    Did  you  make  these  checks  out  to  any  one  individual? 

2  Mil  yw  ■>lr>  >>!■■  mit  fn  — - 

3  A.    Kost  of  the  checks  ^^ye.  made  out  to  him. 


H  0.         To  him? 

5  A.    Personally.   There  might  have  been /madeVsQBd  out  to 

6  people  in  the  States. 

7  KF.  F/.KEF:    Kov  were  the  checks  made  out  which  Kr. 
6  Choi  gave  to  you? 

9  ThE  WITNESS:    They  were  signed  by  him. 

10  MR.  BAKER:    Fade  out  — 

n  THE  VITKESS:    To  George  Krause. 

12  KR.  PLUSH: 

13  C.    Now,  we're  talking  here  about  what  time  frame,  the 
in  early  'TOs? 

15  A.    Gee,  I  can't  remember.   Through  the  years  from  '70  -• 

16  maybe'73,  '7H,    '75,  I  don't  know. 

17  C.    Did  Mr.  Choi  form  a  business  relationship  with 
Ifc  Foremost-McKesson? 

19  A.    This,  I  don't  know.   I  really  don't. 

20  C.    Did  he  come  to  form  a  relationship  with  Apex/pEKCO? 

21  A.    On  the  supply,  yes. 

22  C.    hhat  is  the  nature  of  that  relationship? 

23  A.    Other  than  supply,  that  is  about  all  I  know  on  this. 
2h  Q.         But  what  services  ac||i»g  he  supply? 

25  A.    Veil,  he  takes  care  of,  I  would  say,  a  liaison  type. 
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C.    Liaison? 

A  .    Liaison  officer . 
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MR.  BLUSH: 

C.    He  would  liaise  with  Korean  Government  agencies  and 
with  the  hospital;  is  that  correct? 

A.    Yes,  I  Imagine  that's  what  it  would  be. 

C.    Can  you  give  us  a  description  of  Mr.  Choi's 
background? 

A.    Ko,  I  can't.   Actually,  I'm  not  too  close  to  Vr . 
Choi.   I  have  never  been  close  to  him.   He  is  different. 

C.    k^at  CO  you  mean  by  that? 


A.    Well,  he 


&^ '  t  speak  the  best  English  in  the  vorl4^ 


arc  I  Cor.'t    think  that  he  understands  my  Fnglich  toe  well. 
But  being  a  oember  of  Apex,  many  times  he  wi tt  come  to  me  on 
supply  and  so  forth  and  so  on.   He  wJ^i.  try  to  talk  to  me  and 
1    w^^l  try  to  talk  to  him. 

Eut  most  of  the  business  has  always  been  done 
through  Mr.  Lim. 

C.    So  Kr.  Lim  would  be  closer  --  much  closer  to  Mr. 
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Choi? 

A.    Much  closer  than  I  am.   They  play  golf  together. 
Most  of  my  work  is  in  the  field. 

C.    Are  you  familiar  with  Mr.  Choi's  relationship  with 
the  EPECEcrftrv^.c  ?Ur>r.A^'iv>*»Nni^ 
K  o  ,  I'm  not. 

Do  you  knov/he  «*«  a  relationship  with  the  EFE? 
Well,  he  would  evidently  had  to  have/to  have  th 
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A.    Ko,  I 

C  .    Do  yoi 

A.    Well,  he  would  evidently  had  to  have/to  have  this 
contract,  because  everything,  as  I  found  out  through  the  RGK 
has  tc  go  through  the  Econocic  Planning  Foard.   Vhat  his 
relationship  wculd  be,  whether  it  would  be  business,  I  don't 
know. 


0  . 
A. 
0  . 
A. 


Do    you    know/Kr.    lim  jb    Ho? 

Ko ,    I    don ' t . 

Have  you  ever  heard  the  name  before? 

I  have  heard  the  name,  but  I  am  not  familiar  with 


it. 


C.    In  what  context  have  you  heard  the  name? 

A.    Veil,  probably  I  heard  the  name,  you  listen  to 
people  talk^  rffrt  tr  Icbbi 

C.    Well,  I  mean  as  a  friend  of  Mr.  Choi's,  as  a  high 
government  of  f  icial^r  u>'«t'f  T 

A.    No,  probablyia  friend  of  Mr.  Choi's. 

C.    Have  you  ever  met  Mr.  Um? 

A.    I  think  I  have  met  him.   Cf  course,  I  meet  many 
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Korean s/tl    don't    remembeypifeteeAf ameaj^ 

C.  Well,    have    you    ever    had    dinner    at    Hr .    Lie's    house? 

A.  No,     I    have    never    been    to    his    house. 

C.         So    your    relationship    is    purely    through    Pr.    Choi? 

A .  Yes. 

C.    Do  you  know  if  Kr.  Choi  has  any  connections  with 
the  tlue  house? 

/.  .    ho,  I  don't. 

C.    How  about  with  the  Korean  Central  Intelligence 
Agency? 

/.    Kc,  this  I  vouldr't  know. 

C.    have  you  ever  net  a  meoiber  of  the  Korean  Central 
Intelligence  Agency  through  Mr.  Choi? 

A.    Ko.   In  fact,  I  don't  think  I  have  ever  met  one, 
that  I  know /personally. 

C.    Lc  you  know  ar  individual  named  Kite  Chong  Hee,  also 
known  as  Dynamite  Kim? 

A.    Kc,  truly  I  don't  knoyr*^^ 

C.    Let  me  help  if  I  can  by  describing  him  as  the 
President  of  Korean  Explosives .  "X 
^   CTTyou  have  heard  of  him? 

A.    Yes.   I  have  a  little  place,  a  villa  at  Chong  Pyong, 
and  he  is  supposed  to  have  a  place  around  the  corner  from  me, 
but  1  have  never  met  him. 

C.    Do  you  know  if  Hr .  Choi  is  familiar  with  Mr.  Kim? 
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1  A.    No,  I  don't. 

2  C.    Kr.  Krause*  did  there  come  a  time  vhen  your 

3  practice  of  exchanging  checks  aar  hr.  Choi  changed  in  the 

^  following  vay:   Did  there  coite  a  time  when  he  asked  you  to 

5  make  disbursements  to  individuals  a e  jU p p ■ e e^  to  himself? 

6  A.I  think  several  times  »ha4'  he  asked  me  for  a  check 

7  and  he  never  put  any  name  on  the  check,  but  I  surmised  it  was 

8  the  same/  that  it  was  going  to  him. 

9  C.    Do  you  know  an  individual  named  Koo  Eum? 

10  /.I  would  have  to  know  where  he  was  or  where  he  works 

11  The  name  Koo  Fum  is  not  familiar  to  oe  unless  that  was  <mm^^m- 

12  his  name,  was  that  his  name? 

13  C.    Wha-»  do  you  mean? 
1i)         /!  .    hr.    Choi. 

15  C .    Khat  makes  you  think  that  that  is  his  name? 

16  A.    Because  I  think  that  was  the  name  on  one  of  the 

17  :  checks,  Koo  Eum. 

16        C.    Veil,  you  -^tAaw  Koo  is  a  Korean  name? 


19  A.  Yes. 

20  C  .  You  know  that  Koo  is  a  different  character  and/a 

21  different  name  than  Choi? 

22  A.  Yes.   But  I  know  this  e«fae  up.   I  asked  one  time,  I 

23  think,  who  is  this  Koo  Eum? 

2k  A.  Ee  said  make  this  check/Koo  Eum.   I  remember  this. 

25         C.  But  you  have  -never  met  an  individual  named  Koo  Pub? 
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Kg.    Even  today,  I  don't  know  who  he  is  or  even  if 

he  is  a 

Kan.   To  ffe  it' s^a  n a n e  . 

^^ 

Our  records  indicate  that -^^^  through  your  bank 

acccunt 

,  you  provided  Mr.  Koc  with  at  least  t13C,000.   I  take 

it  that 

these  transactions  would  have  been  transactions  made 

at  Kr. 

Choi's  request? 

Yes. 

re  you  know  an  individual  naned  Koon  Eyung  Ha? 

ho  ,    I  don ' t . 

Hr.  Koon? 

(Witness  shakes  head). 

Again,  this  is  another  individual  -- 

Yeah,  uh-huh. 

--  of  the  saee  category  as  Kr.  Koo? 

Yes. 

re  you  know  an  individual  named  Kun  S.  Fim? 

1  think 

it  is. 

c  • 

Do  you  know  a  Richard  Pyu? 

Not  personally^  I  dor'  t^nobw.   It's  Just  another 

name  to 

me  . 

c. 

You  have  heard  the  name? 

A. 

Yes,  it's  Just  another  name  to  me,    though. 

On  September  lUth,  1976  you  received  in  your  bank 

account 

in  the  United  States  1350,000  via  a  wire  transfer. 
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1 

-^nuyuVje*^ 

Are  y 

ov    faoiliar  with  thatj^ 

f  .    Yes. 

^ 

:.    What  vas  the  source  of  that  itorey? 

fi.    That  was  another  one  of  the  checks  that  he  had. 

:.    That  is  a  lot  of  money? 

C. .    It's  a  lot  of  money. 

;.    Subsequent  tc  that  you  Bade  cash  disburseeents  of 

n  e  a  r  1 

y    all  of  the  entire  $350,000;  is  that  correct? 

P.  .    Yes,  all  of  it. 

:.    To  individuals  named  by  Kr .  Choi? 

».    Yes,|Kr.  Choi. 

( 

:.    1  will  Just  read  off  a  list  of  the  people,  Koo  Eum 

being 

one  of  thcE,  Richard  Fyu,  P.  K.  Chung,  are  you  familiar 

with  a  E.  K  .  Chung? 

I .    I  remember  the  name. 

16 

to  you  knew  the  individual? 

1.    Ko. 

Hoon  Eyung  Ha? 

\.         Vo. 

Elinor  Urn? 

11 .    Ko,  no,  I  don't  know  thatieither. 

Um  Ik  He,  we/already  mentioned.   Lee  Jae  Won? 

k.    Ko.   Let  me  think  back.   This  was  a  transaction  out 

2i5 

of  Ja 

pan,  wasn't  it? 

25 

/The  money  case  from  Japan,  ^saesSST^ 
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1  * .  It  caire  into  ity  account.   I  didn't  even  know 

2  anything  about  it  until  he  told  se. 

3  t.  Until  he  told  you  he  had  wire  transferred  fund? 
*l  into  your  account? 

5  A.  Yes. 

6  C.  That  was  the  first  you  learned  of  the  1350, OCC? 

7  #.  Yes. 

6  C.  Did  he  tell  you  where  he  had  gotten  the  $350,0007 

S  />  .  No. 

10  C  .  Lid  ycu  ask  hia? 

11  A.  Ko. 

M  C.  Did  he  ask  you  to  do  anything  with  this  1350,000? 

13  A.  He  asked  ree  to  sake  checks  out  to  these  people  that 

^k  you  nentioned  before. 

15  C.  rid  he  provide  you  with  a  list  of  names? 

16  A.  Yes. 

17  C  .  And  amounts? 
16  A  .  And  amounts . 

IS  C  .  Do  you  still  have  that  list? 

20  A.  No,  I  haven't. 

21  C .  Is  that  list  still  in  existence  as  far  as  you  know? 

22  A.  No. 

23  C  .  Did  you  ask  him  why  he  wanted  these  various 
2U  transactions!^ 
25 


A  .    1  have  asked  him  lots  of  times 


why,  but  he 
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would  ne>er  give  me  an  answer.  As    far  as  I  know,  all  of  this 
was  in  American  money. 

C.    Mr.  Krause,  are  you  familiar  with  Dr.  Kim  from  the 
hospital? 

A.    Ko. 

Q .    You  have  never  met  him? 

A.    I  think  I  met  him  one  time  when  FEKCO  was  still 
thinking  about  taking  the  contract,  because  at  that  time  I 
would  have  had  to  get  a  clearance  from  the  two  government's 
to  do  the  contract. 

C  .    That  is  because  of  the  SOFA  Agreement? 

A.    Because  of  the  SOFA  Agreement^^  ^ 
^.  ^  After  that  I  never  met  him  again.   I  stayed 
completely  away.   I  was  kind  of  disgusted  with  the  whole 
operation. 

C.    khy  is  that? 

A.    I  felt  that  FEMCO 
trying  to  get  itj  and  then  finding  o 
do  with  it. 

C.    But  of  course  Apex  had  a  contrac 

A.    Yes.   Eut  this  was  supply. 

C.    Yes. 

/UA-  or 

A.   /I  am  in  the  contracti  end . 

C.    But  as  a  director  of  Apex,  you  .certainly  would 
accrue^  profit  from  Apex*s  relationship? 


>ut/I    n 


had   worked    so    hard 

ever    had    anything    to 
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A.    I  hope  we  do. 

C.    Yes. 

t.         As  of  today  I  don't  think  ve  have. 

C.    Kr.  Krause,  you  continued  to  nake  disbursements, 
presuisably  at  Kr.  Choi's  request,  right  up  to  the  present/? 

A.         Right  up  to  the  present. 

C.    In  fact  or  June  1st  of  this  year  you  received  a 
hundred  thousand  dollars  froB  Kr.  Choi? 

/.    I  think  a  hundred  thousand  dollars,  and  about  a 
week  or  two  later  some  more  eorey.   The  only  reason  --  of 
course  it  was  very  hard  for  ne  to  do  this.   I  didn't  wart  to 
do  it.   tut  the  only  reason  I  went  through/it  was  to  get 
along  with  this  aan.   He  is  a  very  hard  man  to  get  along  with, 

0.    Why? 

A .    He  is  different. 

C.    Describe  to  me  how  he  is  hard  to  get  along  with. 

A.    He  is  like  Napoleon,  very  persuasive.   There  was 
never  any  profit  or  any  money  in  this  for  me,  nothing. 

C.    Did  he  ever  threaten  you  with  -- 

A.    No,  there  was  never  any  threat,  but  as  a 
businessmanj ir  business  with  him,  /to  get  along  withismooth 
operation  »  ^^rnams^^^^., 

C.    Are  you  familiar  with  the  code  of  ethics 
certification  that  was  required  of  Apex  by  American  Hospital 
Supply? 
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A,  Ko. 

C .  Vere  you  aware  -- 

/!  .  I  an  now.   I  just  read  it  Saturday. 

C.  Could  you  describe  that  for  us  froE  your' reading  of 


it? 


t.         Kell,  the  code  of  ethics  was  that  there 
W>**4HM»«-^w^i*f^'W^**  was  never  supposed  to  be  a  pay-off  to 
anybody,  ±*pr  government  officials  or  anybody  who  had  anything 
to  do  with  the  contracts.   fTF=**aaEfc,  that  is  about  all  I  can 
say  ^ '■i^te  fast  reading  ae  I — Pj^od  thpoygh  it. 

C.    Were  you  made  aware  that  there  was  considerable 
concern  during  the  course  of  this  contract  that  payments  mji 
A>  ■  may  have  been  made  by  Hr.  Choi? 

A  .    No. 

C.    Or  by  Apex? 

/.    Ko.   In  fact,  I  was  asked  this  one  tine  by  somebody. 
As  far  as  1  know,  I  don't  know  of  this. 

C  .    kho  would  have  asked  you? 


A. 


was  asked/by  a  man  by  the  name  of  Edwards. 


C.    Vould  that  be  David  Edwards? 
A.    I  imagine  that  is  the  name,  David. 
C.    he  was  an  employee  of  -- 
A.    Yes,  I  had  net  this  nan,  twice  is  all. 
C.    You  are  going  to  have  to  let  me  finish  the  question 

or  it's  not  going  to  be  on  LIjuij^  . 
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Sorry . 

aloDuT  "te 
I    va5>skftH 


American    Hospital    Supply    Conpar. y, 

A.  I    can    go    now? 

C.         Yea. 

A.    1  met  Vr .     Fdwards  the  first  tine  he  •j*^ 
with  a  group.   There  was  a  big  group  that  •^^K 


you  are  aware? 


to    Korea 

C4UMA         I 

Then  he  aafcia   ' 
to  Ky  house  one  ti«e  after  that,  after  he  had  cone  back  to 


Korea.   He  had 


Korea.   »t  t  h^ 


c^a ■/  fc » a tc  toT&tates  and  then  •<^t    back  to 
iA«e  he  -nyne  back  he  was  looking  for  a  house, 


or  houses,  for  Aoerican  Hospital.   I  think  at  the  tioe  he 
wanted  ten  houses.   He  asked  me  a  few  questions. 

C.    He  asked  you  in  particular  if  any  wm^   payments  '*»*'^ 
being  made  by  Mr.  Choi  or  by  Apex? 

A.    Along  t M a  line,  yes,  if  anybody  had  ever  made  any 
payments-or  hov  we  had  w^    the  contract.  Vy    answer  to  him 
was,  "I  don't  know." 

C.    You  in  fact  don't  know  whether  or  not  Mr.  Choi  ever 
Dade  any  payments? 

A.    I  don't  know. 

C.    In  fact,  isn't  it  possible  that  you  made  payments 
for  Mr.  Choi  4id    these  various  transactions? 


Vrcll,  I  hope  not. 


C.    But  it  is  possiblej^ 
A.    It  could  be  possible. 


IS  \^*^oV 
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1  C.    Eecause  you  don't  know  these  individuals? 

2  A.I  don't  know  the  people,  no, 

T 

3  C.    You  received  a  hundred  thousand  dollars/June  1st. 
^  You  said  there  was  a  subsequent  receipt  of  more  fuhda? 

5  A.    Yes. 

6  C.    How  much  have  you  received  since  June  1st? 

7  A.    Another  hundred  thousand  dollars,  I  think. 
6  C.    When  was  that? 
9  A.    A  couple  weeks  later.   I  think  it  was  a  couple 

10  weeks  later. 

11  C.    That  would  have  been  mid-June? 

12  A.    Yes. 

13  C.    Have  you  received  any  since  mid-June? 
\^  A.    No,  I  don't  think  so. 
15  C.    ^p  he  may  have  just  wire  transferred  funds  into 


16    your  account  without  you  even  knowing  about  it? 

Ko,  since  Mre  one  time/I  got  mad  he  has  never  done 


IT  A 

16  that. 

19  0.  When  did  you  get  mad? 

20  A.  After  the  $350,000. 

21  C.  You  mean  he  hasn't  done  that,  he  hasn't  wired  funds 

22  without  telling  yoi^    He  has  come  to  you  first? 

23  A.  (Witness  nods  head). 

24  C.  Since  mid-June  have  you  received  any  funds? 

25  A.I  would  have  to  lock  at  my  check  record  to  remember. 
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1  C.    Veil,  this  would  be  in  the  last  two  months. 

2  A.         Yeah.       Cee,    I    can't    say.       I    don't    reoieniber.       There 

3  have  been  so  many  of  these  transactions. 

H  C.    Yes,  there  have,   I  think  the  record  reflects  that. 

5  Do  you  know  Hyung  J.    KiB? 

6  A.    Kg,  1  don't,  by  ^tre    name.   If  you  could  tell  oe 

7  where  the  man  works. 

6         C  .    I  am  not  sure  it's  a  man.   It's  a  recipient  of 

9  funas  from  your  account. 
10  Eut  you  did  say  you  knew  Dr.  Kim,  you  had  met  him? 

n  A.    Yes. 

12  C  .    Do  you  recall  a  time  when  Mr.  Choi  askeo  you  to 

13  disburse  funds  to  Hp  i  K  4m  Dr.  Kim? 
U         A.    No,  I  don't. 

15  C.    Well,  our  records  reflect  that  in  August  of  1977, 

16  August  of  last  year,  you  received  $5,000  on  August  3rd  from 

17  Sang  Fitt  and  on  August  11th  you  disbursed  $5,000  to  Dr.  Kim, 
16  who  was  then,  I  believe,  in  the  United  States. 

19  A.    Are  you  sure  that  this  was  the  same  Dr.  Kim? 

20  0.    Do  you  know  Hong  Ki  Kim? 

21.        A.    I  know  another  Dr.  Kim  here  in  the  States. 

22  0.    Well,  the  recipient  was  Hong  Kl  Kim,  which  I 

23  believe  is  the  same  name  of  the  Dr.  Kim  at  the  hospital. 
2H  MR.  EAKER:  Did  you  around  that  time  disburse 
25  funds  to  another  Dr.  Kim  for  Mr.  Choi? 
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1 

IhL  talTNbSS:    There  was  another  Dr.  Kim  that  was  a 

c 

of 
very  close  friend  of  mine  here  in  the  States.   But  not/Mr. 

3 

k 

iteoe  in  Colorado.   A  very  close  friend  of  mine. 

5 

hh.  bLUSh: 

6 

Q.    What  is  his  full  name? 

7 

A.    I'd  have  to  look  in  my  record  because  as  always,  we 

0 

call  each  other  by  our  surnames. 

"i 

Q.    I'd  appreciate  it  if  you  would  look  in  your  records 

10 

and  provide  us  with  a  list  of  recipients  of  funds  f >  bS^ 

1  1 

k«^  at  the  direction  of  -- 

12 

A.    Mr.  Choi? 

13 

Q.    Yes. 

1i* 

MR.  bAKER:    Let's  clarify  that  point.   Did  you 

It) 

make  a  payment  to  your  friend,  Dr.  Kim,  from  Colorado,  on 

10 

behalf  of  hr.  Choi? 

17 

THE  WITNESS:    No,  no. 

lb 

MR.  BLUSh: 

19 

Ci  .    Do  you  know  a  Mr.  or  Mrs.  Richard  S.  Ko? 

20 

A.    Personally,  no. 

21 

Q.    Was  this  person  also  a  recipient  of  funds  from  you 

22 

at  the  direction  of  Mr.  Choi? 

23 

A.    Yes. 

24 

Q.    I'd  ask  the  same  question  about  Mr.  Omar  holes. 

■ 

25 

A.    Dr.  holes. 
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1  C.    Who  is  Dr.  Noles? 

2  A.    *  very  close  friend  of  Bine  In  Portland,  Oregon.   I 

3  don't  think  that  Dr.  Kolea  and  K.r.  Choi  knew  each  other.   Ve 
1  worked  together  in  Korea  and  I  have  had  m    AiXili  bl>  af 

5  business  relations  with  hin  in  Portland. 

6  Q.    What  kind  of  business? 

7  A.    Real  estate  and  so  forth  and  so  on. 

8  C.    Is  it  Just  coincidence  that  you  sent  Mr.  Noles 

9  $5,000  on  December  17th,  1977  and  two  days  later  received 

10  19,000  froD  Sang  Rim? 

11  A.    They  a-re  not  the  same. 

12  V.    tut  I  Bean,  it  would  appear  from  that  transaction  -- 

13  /•    It  probably  does,  yes. 

I*!         C.    ThatSanpFin-vfes  aekiwg  j^u-or  return  Inf  payment 

15  for  that  disbursement? 
U         A  .    Ko. 

17         C  .    They  are  separate  transactions? 

16  A.    Altogether  separate,  yes. 
IS         C  .    Eo  ycu  know  a  Hyin  Ha  Lee? 

20  A.    Can  you  tell  me  where  he  works? 

21  C.    I'd  love  to,  but  I  am  afraid  all  I  know  is  you  sent 

22  him  $10,000  March  1st  of  this  year  after  receiving  195,000 

23  from  Sang  Pio. 

21         A.I  don't  knov  the  aan.   He  lives  in  the  United 

25  State*? 
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1  C .    I  ac  not  sure  whether  he  lives  in  L/>  or  Korea. 

2  Fow  about  Mr.  Y.  E.  Lee? 

3  P.         1    don't  think  that  this  man  has  any  relation  to  Kr. 
U  Choi  at  all,  either. 

5  C.    Co  you  knov  who  this  individual  is? 
e         A.    Yes. 

7        C  .    fcho  is  he? 

6  A.    he    lives  in  the  United  States. 

9         C.    Vho  is  this  individual  with  respect  to  Up^ 

10  transaction? 

11  A.    Well,  actually,  they  are  friends  of  my  wife. 

12  C.    What  occupation  does  Mr.  Lee  have? 

13  *.    Kr.  Lee  is,  I  think  he  is  a  real  estate  broker  here 
l^i  in  the  States,  «l»  far  as  1  know. 

15  C  .    rid  you  invest  in  some  property  with  him?  Is    that 

16  the  nature  of  fe^vrt*  relationship? 

17  A.    Yes. 

Ife         C.    But  it  has  nothing  to  do  with  Mr.  Choi? 

19  A.    No. 

20  C.    On  Kay  l8th  of  this  year,  that  is  about  two  and  a 

21  half  months  ago,  you  received  $50,000  from  Sang  Rim  and 

22  disbursed  150,000  to  Kin  Ik  Son.   You  knov  Mr.  Son,  I  believe? 

23  A.    I  just  it^foi    him.   I  never  did  any  business  with  him 
2*1  outside  of  -h4«  working  here. 

25         0.    He  is  an  employee  of  Apex? 
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A.    Yes. 

C.    Co  you  know  he  has  a  fairily  relatlcnship  with  Mr 
Choi? 

A.    I  have  heard  he  does.   Kaybe  brother-in-law  or 
something . 

C.    Can  you  clarify  why  Pr.  Choi  would  be  sending 
150,000  to  you  tc  send  to  his  brother-ir-lav,  when  his 
brother-in-law  is  right  here  in  the  United  States  and  he 
could  send  it  directly? 

A.    I  actually  can't.   1  can't  clarify  any  of  these. 

C.    You  say  that  you  asked  Kr.  Choi  about  these 
transactions,  why  he  was  asking  you  to  do  this? 

A.    Yeah. 

And  yet  he  never  gave  you  an  explanation? 

Never  gave  me  a  good  explanation. 

Vhat  explanation  did  he  give  you,  good  or  bad? 


he  Wy«>  it  was  for  tax  purposes, 


For  tax  purposes? 

(Witness  nods  head). 

leaning  Korean  taxes? 

Evidently. 

MR.  EAKFP:    If  the  Korean  tax  authorities  were  not 
able  to  trace  a  transfer  from  Mr.  Choi's  account  to  your 
account,  why  would  they  be  able  to  trace  it  from  his  account 
directly  to  their  accounts? 
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1  THE  WITNESS:    I  don't  know.   I  don't  know.   Ke  had 

2  asked  rne  one  time  why  I  didn't  change  banks,  but  I  banked/so 

3  long  at  Eank  of  California,  "I  said  regardless,  Mr.  Choi,  if 

^  I  changed  banks  it  wouldn't  be  of  any  benefit  to  you  or  me  or 

5  anybody  else.   If  the  government  wants  to  check  my  bank 

6  account  they  can  check  it  anywhere  in  the  world." 

7  Kh.     ELUSh: 

6         C .    He  was  concerned  about  somebody  checking  your  bank 

9  account? 

10  /  .    Evidently . 

11  C.    Didn't  he  say  that  to  you,  as  a  matter  of  fact? 

12  /I.    Veil,  the  way  I  told  you,  is  what  he  had-  said. 

15         C.    He  just  came  right  out  of  the  blue  and  said,  "Why 

1^*  don't  you  change  your  bank  account?" 

15  A.    Yes, 

16  C  .    Do  you  know  a  Kt.  H.  S.  Fan?   I  believe  the  full 

17  name  is  Hong  Suk  Han? 

16         A.    No,  I  don't.   You  see,  we  never  --  in  Korea  we 

19  never  used  the  full  name. 

20  C.    Well,  is  Kr.  Choi  close  to  a  Pr .  Han? 

21  A.    Could  you  tell  me  where  Mr.  Han  works? 

22  C.    Ko.   I  was  hoping  you  could,  actually. 

23  Did  Kr.  Korse  ever  ask  you  whether  or  not  you  were 
2^4  making  any  disbursements  at  Mr.  Choi's  request? 

25         A.    No. 
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C.    He  never  asked  the  question? 


c  A  . 

3         t.    Did  he  ever  ask  you  whether  you  had  any  knowledge 

^  of  whither  Mr.  Choi  was  making  payments  to  officials? 

5  A.    KeverdlQ. 

6  C.    Did  anyone  fron  American  Health  Facilities 

7  International,  AHFI,  or  from  the  parent  company,  /merlcan 

8  Kospltal  Supply,  ever  ask  you  whether  or  not  payments  were 

9  being  made? 

10  A  .    Ko. 

11  C.    If  it  your  understanding  that  the  original 

12  relaticnship  with  Mr.  Choi  with  respect  to  the  Seoul 

13  Injtr  rnrfUftwrfl  hospital  was  formulated  out  of  the  relationship 
11  between  Mr.  Catibayan  and  Mr.  Choi? 

15  A.    Yes. 

16  (. ,    kas  >ir.  Catibayan  also  making  disburseqients  as  you 

17  have  --  as  we  have  discussed  here? 

^t  A.    hot  that  I  know  olIU  because  he  spent  most  of  his 

IS  time  in  the  Philippines. 

20  hr .    Choi  never  had  access  to  him, 

21  C.    What  about  Kr.  Lim,  would  Pr.  Lim  also  have  made 

22  disbursements? 

23  A.    I  think  Mr.  Lim  has. 

21         C  .    Do  you  know,  or  rather  can  you  describe  the 

25    relationship  between  Dr.  Kim  and  Mr.  Choi?  9^Xould  that  be 

A 

SCHILLER  &  COMBS  INC 
COMPUTER  TRANSCBIPTION  COURT  AND  DEPOSITION  REPORTERS  •<£>  WORD  INDEXED 

tX  POCK   SUITE  305 

SAN  FRANCISCO.  CALIFORNIA  MHB 

TEL;  (41S)  •75-7747 


685 


1  soitethir.g  Kr.  Lin:  would  be  icore  likely  to  know? 

2  A.    Kr.  Lin:  knows  quite  a  bit  more  about  the  operation. 

3  C.    Did  ForeiEost  ask  you  --  by  "you"  I  mean  FEMCC  --  to 

4  Bake  any  disbursements  to  Kr.  Choi? 

5  A .    Not  that  I  know  of. 

6  C.    Has  Kr.  Choi  ever  received  funds  from  bank  accounts 

7  or  other  depositories  of  funds  in  Manila? 

8  A .    Kot  that  I  know  of. 

S  Q.    Have  you  ever  brought  money  from  Kanila  into  Korea 

1C  for  Kr.  Choi? 

n  A.    Ko. 

12  I  C .  Do  you  know  of  anyone  else  who  has? 

13  A.  Ko. 

14  C.  Have  ycu  ever  heard  the  term,  the  "J-Factor"? 

15  A.  About  a  week  ago. 

16  C  .  In  what  context? 

17  A.  The  J-Factor  was  asked  me  by  a  --  let's  see,  what 

A* 

18  is  his  name  --/lawyer  that  AHFI  has. 
IS         C  .    Is  that  Mr.  Woods? 

20  A.    No,  I  was  trying  to  think  of  the  name.   I  will  have 

21  to  ask  Don  if  he  knows.   They  came  to  Korea  just  before  I 

22  left  aiid  asked  me  what  the  J-Factor  was. 

23  C.    fchat  did  you  say? 

24  A.I  didn't  know.   I  asked  Don  yesterday  what  the 

25  J-Factor    was. 
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1  C.    Vhat  did  he  tell  you? 

2  A.    Something  about  little  Jesus.   Kov,  what  this  is,  I 
5  don't  know. 

"  KP.  tLlSh  :    Ed,  do  you  have  any  questions? 

5  Kh.  EAKEF:    Yes. 

e  EXAKIKATICK  EY  KF  .  E/>KEF 

7  KR.  EAkEP: 

6  C.    Vhy  did  hr.    Choi  ask  you  to  do  this  kind  of  check 
9  exchange  for  him  instead  of  asking  Kr.  Lim  who  was  working 

10  more  regularly  on  the  SlUV    project? 

11  /.    I  think  because  I  probably  had  a  bigger  bank 

12  account  thar  hr .  Lie. 

13  C.    How  would  Kr.  Choi  know  that  you  had  a  bigger  bank 
1l4  account  than  f.r .     Lim? 

15  /.    Well,  being  a//iterican  citizen  he  probably  figured 

16  1  did,  being  an  officer  of  FEPCO. 

17  C.    Eut  the  bark  account  that  you  were  using  was  your 
Ifc  own  personal  bank  account? 

19  A.    hine  and  my  wife's. 

20  C.    Yes. 

21  A  .    My  wife  ir  Ckinawan,  by  the  way.    She's  not  an 

22  American  citizen. 

23  C.    When  you  were  first  asked  about  this  ycu  said  that 
2M  in  most  cases  these  were  --  the  checks  that  you  made  out  were 
25  made  out  to  Mr.  Choi  and  that  4A»  certain  occasions  there  was 
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1  nc  name  made  out  on  the  check? 

2  A.    That's  right.   Actually  they  weren't  made  to  Vr . 

3  Choi,  most  of  them.   In  other  words,  he  asked  me  for  a 
1*  transaction  of  my  check  for  his  check. 

5  Being  that  I  could  not  change  won  for  American 

6  money,  in  other  words,  my  transaction  had  to  be  in  the  States, 

7  C.    So  if  I  could  recapitulate,  most  of  these 

8  transactions  were  cases  where  Kr .  Choi  came  to  you,  gave  you 

9  a  check  made  out  to  you  on  his  account  and  asked  you  to  write 
1C  a  check  on  your  account  to  another  individual  who  he  named? 

11  A.    "^^^^   is  right. 

12  C.    Okay.   Have  you  ever  been  questioned  by  the  IRS 

13  I  abcut  all  of  these  sums  of  money  traveling  in  and  out  of  your 

14  checking  account? 
I 

15  A.    Ko.   I  expected  to  be,  but  I  never  have. 

16  KR.  ELUSh:    I'd  like  to  take  a  five-minute  break. 

17  ( Recess  taken)  . 

18  MR.  ELUSH:    Let's  go  back  on  the  record. 

19  "Kr.  Krause,  in  the  interoffice  correspondence  -- 

20  Before  I  do  that,  Ed,  do  you  have  a  question? 

21  KP.  BAKEF: 

22  C.    Yes.   Continuing  on  the  subject  we  were  dealing 

23  with,  these  payments  you  made  to  individuals  on  behalf  of  Mr. 
2^  Choi,  do  you  know  what  the  source  of  the  money  that  Kr.  Choi 
25  was  putting  into  your  bank  account  was? 
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1  A.         No,  I  haven't  got  the  least  idea. 

2  C  .    Co  you  have  any  Idea  what  other  possible  sources  of 

3  foreign  exchange  Kr.  Choi  had  besides  his  contract  with  JiKFI 
k  and  Apex? 

5  A.    Ko.   I  could  say  that  Sang  PiD  has  quite  a  bit  of 

6  operations  in  Korea  on  different  supplies. 

7  C  .    Vith  other  foreign  corporations? 

6         A.         Kaybe  more  with  the  Korean  Governaent  --  or  the 

9  Korean  epeWattaw^,  than  t^    supply  to  other  American 

10  npWr|tt  1  f>— .   I  think  one  tine  --  I've  heard  now,  I  have  heard 

11  this,  that  he  oight  have  furnished  sugar  for  Foremost  at  some 

12  time  or  another  when  they  had  the  milk  plant  operation.   I 

13  couldn't  prove  it.   I  couldn't  honestly  say  if  it's  true 
11  because  it's  all  hearsay. 

15  0.    Eut  as  far  as  you  know,  you  have  no  way  to 

16  determine  where  that  money  was  coming  from? 

17  A  .    No ,  no  way . 

lb  PXAKINATIOK  FY  PR.  ELUSF 

19  hf.    BLUSH: 

20 

21 

22 

23 

24  C.    HBT  in  your  experience  isn't  it  a  fact  that 

25  American  businesses  as  veil  as  Korean  businesses  often  have 
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1  to  make  payments  in  order  to  get  contracts  in  Korea? 

2  A.    hell,  being  that  I  have  never,  outside  of  this  -- 

3  these  two  contracts,  been  on  that  end  where  I  ever  took  a 

1*  contract  with  a  Korean,  outside  of  the  invited  contractors  -■ 

5  nov,  ve  would  never  pay  any  fee  to  the  United  States 

6  Ccverrcier.t .   1  dcr't  think  they  would  ever  accept  a  fee.   If 

7  they  did,  they'd  prcoebly  lose  their  jcb  ir  doing  sc. 

b         C.    But  about  the  Korean  Government,  which  is  what  I 

9  was  speaking  about  — 

10  A.    Yeah. 

11  C.    Haven't  you  heard  that  Korean  and  American  firms 

12  have  had  to  make  payments  to  do  business  in  Korea? 

13  A.    I  have  heard  this.   You  have  too.   I  have  heard 
U  this. 

15  C.    And  you  have  heard  it  from  people  who  have  had  to 

16  make  the  payments,  haven't  you? 

17  A.    Yes.   I  have  never  seen  it  made.   I  couldn't  prove 
16  it  was  made,  but  I  have  heard  this. 

IS         C.    Eut  you  have  heard  those  complaints? 

20  A.    Yes,  I  have  heard  these  complaints..  We  all  have. 

21  Q  .         You  did  say  that  you  have  been  in  Korea  for  -- 

22  A.    Thirteen  years. 

23  C  .    Thirteen  years? 

2'4         A.    Yes.   It's  a  hard  place  to  do  business.   It  alwayr 

25  has  been.   Thank  God  I  am  protected  by  the  invi ted-con tract/^ 
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1    status  . 

C.    I'c  like  to  refer  to  another  document.   This  is 
interoffice  correspondence  between  Kr.  Porse  and  Hr.  Liit. 
It's  oated  Septeirber  3Cth,  1976.   It  has  a  identification 
Barking,  AF-S*).   The  subject  is  an  earlier  interoffice 
correspondence,  AK-7C  and  Phase  III  in  general,  it  says. 

I'd  like  you  to  read  the  first  three  paragraphs  of 
the  document . 

A.    Ckay. 

(Witness  examines  document). 

This  "C,"  does  that  mean  Cesar  or  Kr.  Choi? 
C.    1  believe  it  means  Mr,  Choi  unless  you  can  think  of 
13    a  reason  why  Cesar  would  be  receiving  a  commission  on  that. 
U  I       A.I  hope  not.  Richard  Kim,  that  is  Kopa? 
C.    Yes. 

/  .    Vho  signed  this  letter?   Kobody? 
C.    Well,  this  is  interoffice  correspondence? 
A.    Yes. 

KR.  EAKEP:    It's  from  Horse. 
THE  WITNESS:    Yeah. 
KR.  ELUSH: 
C.    The  point  I  wanted  to  make  was  that  in  the  second 
paragraph  it  reads: 

"Ky  opinion  and  Ralph's  is 
someone  is  going  to  have  to  explain 
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1  the  "Facts  of  Life"  to  Terry  as  he  ' 

2  doesn't  really  believe  Ralph  and 

3  even  seems  to  question  my  comments 
i»  on  the  situation  in  Korea.   It  is 

5  impossible  to  threaten  AHFI  with 

6  the  results  of  what  might  happen 

7  if  they  don't  keep  the  "people"  happy. 

8  Their  usual  reply  is,  "Show  me,"  or, 
8  "If  that  is  the  case,  we  will  just 

10  giveupthecontractnoK." 

11  "Kr.  C"  — 

12:    again,  I  think  referring  to  Mr.  Choi  -- 

15  "should  be  prepared  to  really  explain 
^H  the  problems  now  existing  and  I  think 
15-  you  or  Cesar  should  sit  Terry  down 

16  and  explain  the  entire  picture  from 

17  the  beginning  as  to  how  they  got 

18  the  contract,  who  is  really  responsible 
15  for  it,  and  the  reprocessions" 

20  but  I  believe  it  should  read: 

21  "repercussions  that  could  develop  if 

22  it  doesn't  go  smoothly.   I  think  you 

23  know  what  I  am  saying." 

2H  This  is  obviously  referring  to  problems  between 
25    AHFI  and  Apex  that  had  developed  in  1976,  at  least  problems 
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in  the  sense  of  a  ml rundera tandlng  oT  some  sort. 

Kcw  do  you  Interpret  the  phrase,  "It's  iir.posslble 

3  to  threaten  Ahfl  with  the  results  of  what  eight  happen  if 

k  they  do.i't  keep  the  people  happy"? 

b  A.I  can't.   This  is  the  first  tiae  I  have  seen  this 

6  letter. 

7  C.    tut  as  interoffice  correspondence,  wouldn't  this 
b  cross  your  desk,  also? 

9  A.    Ko,lotsof  It^^n^  never  crossed  ay  desk. 

10  C.    It  says:  "I  think  you"  --  meaning  Mr.  Lilt,  "or 

11  C«sar  should  sit  Terry  down  and  explain  as  to  how  they  got 

12  the  contract,  who  is  really  responsible  for  it,  and  the 

13  repercussions  that  could  develop  if  it  doesn't  go  smoothly." 

I 

I*  I             Now,  could  you  give  us  a  little  more  detail  on  how 

15  they  got  the  contract,  how  AKFI  got  the  contract? 

16  A.    Actually  I  can^  because  I  was  working  at  --  with 

17  foremost.   If  Foremost  would  have  f^    the  contract,  I  would 
16  have  had  the  i w a ujL a 1 4 »fi  under  FEMCO.   As  ^%i4al(  as  AHFI  got 

19  the  contract,  right  from  the  start  they  said,  "We  don't  need 

20  FEKCO."    This  is  wli/Uie  I  got  a  little  mad  and  I  Just  stopped 


21  I  never  went  back  to  the  place.   I  have  only  been  to  the 

22  hospital  one  tine.   That  was  when  Foremost  was  working  with 

23  FEKCC. 

>i  ■  C.    Right.   But  By  understanding  is  that  subsequent  to 

25  AhFI's  coming  on  there  was  a  request  from  the  hospital  that 
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FEKCC  people  not  go  to  the  hospital,  isn't  that  correct, 
because  of  the  SCFA  Agreement? 

A.    This  is  what  I  was  told. 

0.    Because  of  the  SOFA  Agreement? 

A.    Well,  actually  I  couldn't  do  anything. 

C.    Right. 

itil  I  got  an  agreement  from  the  United 
States  Government  and  the  Economic  Planning  Poard  that  I 
could  do  business  on  a  commercial  -•  in  a  commercial  basis. 

C.  Right.  So  when  you  say  you  didn't  go  back  to  the 
hospital,  part  of  the  reason  is  you  were  being  asked  not  to 
go  back? 


Cesar  to  explain  who  is  really  responsible  for  the  contract 
that  AHFI  got. 

Who  is  really  responsible,  in  your  opinion,  for  the 
contract  that  AHFI  got? 

A.    Well,  I  think  the  nan  pushing  the  contract  is 
probably  Mr.  Choi. 

t  i    And  -- 

A  .    I  think  he  had  a  lot  to  do  for  us  getting  the 
contract. 

0.    What  about  Mr.  Choi,  did  somebody  have  —  was 
somebody  responsible  for  Mr.  Choi  being  in  a  position  to  get 
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7 
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12 
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17 
16 
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20 
21 
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the    contract? 

A.  TMs,     I    don't    knov. 

C.    Is  that  your  understand Inf? 

A.    This,  I  couldn't  say.   Honestly,  I  couldn't  say. 

C.    Well,  from  your  experience  In  doing  business  in 
Korea,  is  it  likely  Kr.  Choi  would  have  had  to  have  the 
assistance  of  somebody  within  the  Korean  Covernoent? 

/.    Well,  he  probably  did.   I  imagine  that  he'd  have 
lots  of  friends  in  the  Korean  Government,  as  the  Korean 
Government  runs.   Everybody  has  to  have  a  friend  or  two.   I 
had  to  have  a  friend  to  get  here  on  the  plane  so  I  could  talk 
to  you  people.   There  were  5C  people  ahead  of  me. 

C.    Is  this  or  a  military  flight  or  commercial? 


A.  .    Commercial . 

(   .  ^■■"♦^alsos  a  y  s    that  -^t^w^i 


T 


rtitaad.    Kr.    Lim    and 


Cesar  should  speak  to  Kr.  Dahl  about  the  repercussions  that 
could  develop  if  the  project  doesn't  proceed  smoothly.  Was 
there  any  discussion  of  repercussions? 

A.    Not  that  I  am  aware  of.   As  I  say,  I  nave  never 
read  this  letter  before. 

C.  You  never  had  any  discussion  with  Mr.  Forse  or  were 
ever  present  in  a  meeting  where  Mr.  Horse  and  anyone  else  had 
a  discussion  about  these  Issues? 

A .    No .  no. 
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136.  Letter  from  Foremost-McKesson,  Inc.,  to  the  Subcommittee,  undated 

Foremost-McKesson,  Inc. 

Crocker  Plaza  •  One  Post  Street  •  San  Francisco,  CA  94104 


HOUSE  SUBCOMMITTEE  REPORT 
SEOUL  NATIONAL  UNIVERSITY  HOSPITAL  PROJECT 


We  appreciate  the  opportunity  the  Subcommittee  has 
afforded  us  to  comment  on  the  portion  of  its  draft  report 
which  pertains  to  the  Seoul  National  University  Hospital 
("SNUH")  in  Korea. 

As  the  draft  report  makes  clear,  prior  to  1974 
Foremost-McKesson,  Inc.  had  been  involved  in  the  SNUH  project 
only  to  the  limited  extent  of  preparing  a  feasibility  study 
of  the  project.   Shortly  afterward.  Foremost  withdrew  entirely 
from  the  project.   At  no  time  during  its  brief  involvement 
in  the  SNUH  project  did  Foremost  make  any  questionable 
pa5nnents  to  government  officials  either  directly  or  indirectly 

We  have  been  advised  that  your  Subcommittee's  own 
investigation  reveals  no  questionable  payments  by  Foremost. 
Although  this  conclusion  is  implicit  in  the  draft  report,  we 
believe  that  an  express  statement  to  that  effect  would  be 
more  appropriate. 

We  feel  that  the  draft  report  does  not  accurately 
characterize  certain  aspects  of  negotiations  which  preceded 
Foremost' s  v\thdrawal  from  the  project  and  our  comments  in 
this  respect Vave  been  communicated  to  the  Subcommittee.   We 
are,  however, ^n  agreement  with  the  report  to  the  extent 
that  it  indicates  that  Foremost' s  role  in  the  SNUH  project 
was  relatively  minor\^d  that  there  was  no  evidence  of 
questionable  payments  »y  Foremost. 


FO^El^ST-MCKESSON,  INC. 
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137.  Letter  from  Donald  Morse,  APEX  International  Inc.,  to  Hon.  Donald  M. 
Fraser,  dated  October  2,  1978 


APEX 


INTERNATIONAL  INC. 

PO    BOX  *453  BURLINGAME.   CALIFORNIA   94010 

October  2.  1978  »*°  hinckley  rd 


Congressman  Donald  M.  Fraser,  Chairman 
Committee  on  International  Relations 
Subcommittee  on  International  Organizations 
U.S.  House  of   Representative 
3515       House  Annex  #2 
Washington,  D.C.  20515 
Dear  Congressman  Fraser: 

Steven  M.  Blush,  Investigator,  Subcommittee  on  International  Relations  has 
forvarded  us  an  excerpt  of  his  report  having  to  do  with  our  involvement  in 
the  Seoul  National  University  Hospital  Project,  Seoul,  Korea.   We  wish  to  take 
exception  to  some  of  the  statements  therein  as  some  of  them  are  Incorrect  or 
misleading  and  if  left  uncorrected  disclosure  of  same  could  have  a  extremely 
harmful  effect  on  the  business  and  our  firm.   If  corrections  cannot  be  made 
we  feel  that  as  a  minimum  our  stated  position  should  also  be  included  in  the 
record. 

1.  The  proposed  final  report  states  that  Mr.  Choi  arranged  for  us  to  work  on 
the  SNUH  project  to  facilitate  the  disbursement  of  Political  funds.   The  sole 
purpose  of  our  participation  in  the  project  was  to  supply,  Mecanical,  Electrical 
and  Architectural  equipment. 

Before  the  SNUH  Project  was  offered  to  Foremost  the  Hospital  offered  us  the  opp- 
ortunity to  make  proposals  to  supply  the  mechanical,  electrical  and  architectural 
equipment  and  in  fact  we  did  do  considerable  work  up  for  the  supply  of  this 
equipment.   Later  when  the  SNUH  decided  they  would  prefer  a  prime  contractor 
with  greater  financial  assets  the  project  was  presented  to  Foremost.   As  added 
incentive  to  Foremost  to  accept  the  project  they  were  informed  that  we  were 
available  and  prepared  to  supply  that  portion  of  the  project  on  which  they  had 
little  or  no  experience.   Because  of  our  involvement  as  a  supplier  Mr.  Choi 
requested  our  assistance  in  transferring  his  proposed  commission  advances 
from  Foremost  as  a  favor  to  him.   We  were  and  are  primarily  supppllers. 

2.  The  proposed  report  refers  to  documents  indicating  that  Apex  would  pass 
through  $500,000  in  proposed  advance  commission  from  Foremost  to  Choi.   No  such 
payment  was  ever  made  and  we  feel  that  the  record  should  so  indicate. 

3.  The  proposed  report  states  that  Choi  became  our  agent  in  1974.   The  record 
should  indicate  that  Mr.  Choi  has  been  our  agent  in  Korea  since  1972.   A  separate 
agreement  for  the  SNUH  Project  only  was  reached  with  him  in  1974. 

4.  The  proposed  report  states  that  as  early  as  1972  Apex  was  aware  of  the  necessity 
of  payments  and  that  we  believed  our  only  role  was  that  of  a  conduit  of  funds 

to  Choi.   In  addition,  that  Choi's  political  funds  were  to  be  shared  by  Dr.  Kim, 
etc.  As  mentioned  above  our  role  was  that  of  a  supplier,  not  a  conduit  of  funds 
to  Choi.   The  writer  had  had  over  30  years  of  experience  in  the  export  business 
primarily  into  the  Far  East  Area  and  since  1968  as  a  exporter  of  construction 
equipment  and  materials,  among  other  products,  to  Korea  and  the  Philippines. 
Thus  we  felt  fully  qualified  to  take  on  the  role  of  a  sub  contractor  to  Foremost, 
AHFI  or  anyone  else  who  might  need  our  services. 
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It  is  true  we  kn-ew  from  the  beginning  of  negotiations  for  the  SNUH  Project  that 
commission  payments  were  necessary.   We  have  seldom  had  a  order  in  our  many  years 
in  the  export  business  where  a  salesman's  commission  was  not  included.   However, 
we  have  never      known  that  any  portion  of  the  commissions  we  paid  to  Mr.  Choi 
were  intended  for  any  Government  official.   Nor  did  we  or  do  we  have  any  know- 
ledge that  any  portion  of  the  commissions  were  or  are  to  be  shared  with  Dr.  Kim. 
We  were  aware  of  Mr.  Choi's  request  for  advances  on  his  commissions  which  he 
informed  us  were  to  cover  his  out  of  pocket  expenses  for  overseas  travel, 
telephone  and  other  business  expenses  in  connection  with  the  Project  negotiations. 

5.  It  is  true  that  our  affiliate  in  Korea  issued  a  check  for  $1,500.00  in  1972 
to  Dr.  Kim  for  travel  expenses  in  the  U.S.A.   Said  amount  was  later  charged  to 
Apex's  account  and  we  in  turn  debited  to  Mr.  Choi's  commission  account.   It  may 
have  even  been  paid  back  to  Mr.  Choi  in  local  currency  after  Dr.  Kim's  return 
to  Korea.   At  that  time  (1972)  we  had  no  knowledge  that  Dr.  Kim's  position  as 
superintendent  of  the  SNUH  Hospital  automatically  made  him  a  government  official. 

6.  The  proposed  report  states  that  "Apex  had  committed  in  writing  in  February 
1973  the  covert  role  that  Dr.  Kim  was  to  play,  using  code  names  Charlie  &  Peter 
for  Choi  and  Dr.  Kim".   It  further  quotes  excerpts  of  said  correspondence. 

So  far  as  we  were  concerned,  there  was  no  covert  role  for  Dr.  Kim,  we  have 
never  paid  him  any  commissions.   We  had  been  using  the  code  names  Charlie  and 
Peter  for  some  time  simply  for  business  security  reasons. 

This  first  portion  of  the  quoted  correspondence  refers  to  a  conversation  with 
(a  Foremost  official)  wherein  the  words  "arrangements  for  political  consider- 
ation" appear.   These  words  were  used  by  the  Foremost  official  not  by  us. 
We  never  agreed  with  Foremost  or  AHFI  to  disburse  funds  for  "political 
consideration"  Neither  Foremos^^^FI  has  ever  asked  us  to  do  so,  and  we  have  not 
done  so.   We  have  paid  commissions  to  Mr.  Choi  solely  for  the  services  outlined 
in  our  contract  with  him,  including  assistance  in  obtaining  and  negotiating  our 
contract  with  AHFI  and  assistance  in  Korea  in  performing  this  contract. 

In  our  contract  with  Mr.  Choi  he  has  expressly  represented  that  no  part  of  his 
commission  will  be  paid  to  any  govermental  official.   Likewise  our  contract  with 
AHFI  prohibits  improper  payments.   Until  the  time  of  the  depositions  we  were 
unaware  that  any  of  the  commissions  paid  Mr.  Choi  were  paid  over  to  Korea 
officials. 

The  whole  point  of  the  correspondence,  from  which  an  excerpt  is  quoted,  was 
to  express  concern  about  obtaining  the  supply  subcontract  on  the  project.   Unless 
we  obtained  the  subcontract,  Mr.  Choi  would  receive  no  commission  from  us. 
The  reference  to  Charlie  and  Peter  was  to  the  team  working  on  the  project 
negotiations  with  Foremost.   The  words  "their  part  of  the  deal"  were  carelessly 
chosen  because  we  were  only  dealing  with  Mr.  Choi  with  regard  to  commission 
payments.   As  stated  previously,  we  have  never  known  of  any  "covert"  role  played 
by  Dr.  Kim,  and  we  have  never  intended  to  pay  him  any  commissions. 
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7.  The  proposed  report  records  a  telex  from  Mr.  Choi  to  AHPI  in  March  1975 
proported  to  state  in  part  "Protect  Dr.  Kim's  portion".   From  the  context  of 
the  telex  and  our  knowledge  of  the  negotiations  we  are  positive  that  an  error 
was  made  in  the  tramisslon  of  the  telex  in  that  it  should  have  read"Protect 
Dr.  Kim's  position."   We  so  indicated  in  our  deposition  on  page  117.   In  our 
opinion  the  record  should  reflect  the  great  possibility  of  this  error.   We 
had  no  knowledge  of  this  telex  prior  to  its  being  shown  to  us  at  the  time 
your  committee  took  my  deposition.   Since  that  time  we  have  learned  that 

Mr.  Choi  himself  had  corrected  the  telex  by  letter,  which  further  supports 
our  contention. 

8.  The  proposed  report  indicates  that  money's  were  laundered  by  Choi  through 
the  bank  account  of  a  Apex  official.   The  record  should  also  reflect  that 

it  was  done  by  him  as  a  personal  friend  of  Mr.  Choi's  and  not  as  an  official 
of  Apex  and  wichouC  Che  knowledge  authority  or  approval  of  Apex. 

It  is  our  sincere  hope  that  we  have  been  of  some  assistance  to  you  and  your 
committee  in  cooperating  in  every  way  that  we  could.   We  are  also  sure  you 
understand  our  position  in  requesting  that  our  stated  position  be  included  in  the 
record  in  one  form  or  another. 

Yours  very  truly, 

EX   INTERNATIONAL  INC. 


^ 
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138.  Letter  from  Leonard  M.  Ring,  Leonard  M.  Ring  and  Associates,  to  Hon. 
Donald  M.  Fraser,  dated  October  3,  1978 


LAW    OFFICES 

Leonard  M.  Rino 

AND  ASSOCIATES 

LEONARD    H.   RING 
JOHN     L.   LADLE.  JR. 
THOMAS    E.   GIBBS 
EDWARD   G.  WILLER 
RALPH    L.  BRILL 
KARLA    WRIGHT 
WARREN    E.  ABRAHAMSON 
CLARE    J.    MURPHY 
BRIAN    W.  BELL 


SUITE     1333 

111   WEST  WASHINGTON    STREE1 
CHICAGO.  ILLINOIS    60602 

AREA  CODE    3ia 
TELEPHONE    332-176S 


October  3,  1978 


The  Honorable  Donald  M.  Fraiser 

Chairman 

Subcommittee  on  International 

Organizations 
United  States  House  of  Representatives 
3515  House  Annex  No.  2 
Washington,  D.C.   20515 


Report  on  Korea  Investigation  -  Case  #2 


Dear  Congressman  Fraser: 

We  have  reviewed  Case  #2  of  your  Subcommittee's 
investigation.   On  the  fourth  through  sixth  pages  there  are 
references  to  American  Health  Facilities  International 
(AHFI) .   While  your  staff  has  access  to  much  information 
that  we  are  not  privy  to,  on  the  basis  of  what  we  know  there 
is  a  serious  dispute  as  to  AHFI ' s  knowledge  of  alleged 
payments  to  Korean  government  officials.   We  believe  that 
this  dispute  can  be  appropriately  reflected,  thereby  making 
the  report  much  more  accurate  and  fair,  by  two  minor  changes 
which  we  have  marked  on  the  enclosed  copies  of  the  fourth 
and  fifth  pages. 

The  report's  references  to  AHFI  clearly  represent 
an  attempt  to  be  fair  to  AHFI.  Your  carefully  guarded 
language  accurately  reflects  the  vagueness  of  much  of  the 
evidence.  You  say  that  a  "document  seems  to  corroborate" 
(p.  4);  "There  is  reason  to  believe"  (p.  5);  "Despite  its 
ambiguity,  this  cable  could  be  interpreted  as  indicating" 
(p.  6) ;  etc.   However,  in  view  of  this  very  vagueness  that 
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such  language  recognizes  we  submit  that  you  should  at  least 
mention  the  considerable  amount  of  contrary  testimony,  some 
of  which  is  quite  unequivocal. 

First,  AHFI  disputes  that  Foremost  told  AHFI  that 
"political  contributions  would  be  expected  and  were  a 
condition  to  obtaining  the  contract"  (p.  4).   AHFI's  attorney, 
Don  Woods,  spoke  to  Messrs.  Baum,  Giles  and  Patterson  of 
Foremost  on  July  19,  1978.   Baum  and  Giles  told  Woods  that 
they  had  definitely  not  communicated  their  suspicions  about 
political  contributions  to  AHFI.   Patterson,  Foremost 's  in- 
house  attorney,  refused  to  give  an  unqualified  answer,  but 
said  he  could  not  recall  making  any  such  communication.   On 
July  24,  Woods  interviewed  two  top  Foremost  executives, 
Messrs.  De  la  Ossa  and  Denaut,  who  also  admitted  never 
having  told  AHFI  of  anything  relating  to  Korean  political 
contributions.   Mr.  Rockwell,  Foremost 's  consultant,  was 
interviewed  several  times  in  July  by  Woods  and  denied 
voicing  any  suspicions  to  AHFI  about  political  contributions. 
The  subsequent  change  of  Foremost 's  story  -  after  AHFI  sued 
Foremost  on  July  26  -  is  suspect  and  self-serving,  as  well 
as  inconsistent  with  the  statements  of  the  AHFI  represent- 
atives who  dealt  with  Foremost.   (For  completeness,  we 
should  note  that  Patterson  gave  inconsistent  stories  to 
Woods  both  before  and  after  the  July  19  version  summarized 
above. ) 

Second,  the  document  referred  to  in  your  footnote 
on  the  fourth  page,  which  we  understand  is  a  two-page  memo- 
randum dated  November  11,  1974,  does  not  "corroborate" 
Foremost 's  story.   We  have  consulted  the  author  of  the 
document,  the  recipient  of  the  document,  and  the  source  of 
the  information  referred  to  in  the  document.   Although 
questioned  separately,  each  man  gave  a  consistent  expla- 
nation of  the  document.   Indeed,  counsel  for  Foremost  at  his 
recent  deposition  gave  a  similar  explanation  of  the  "local 
contingencies"  language  in  the  document  notwithstanding  that 
Foremost  is  in  a  sharp  dispute  with  AHFI  over  the  very 
matter  in  question.   (See  attached  pages  424-426  of  Patterson 
deposition. ) 

Generally,  over  twenty  past  and  present  en^loyees 
and  officers  of  AHFI  or  related  companies  have  denied  any 
knowledge  of  payments  to  Korean  government  officials.   In 
its  suit  against  Foremost,  based  on  the  expected  testimony 
of  these  people,  AHFI  has  alleged  that  Foremost  deliberately 
concealed  from  AHFI  Foremost 's  knowledge  of  the  possible 
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need  for  sensitive  payments.   We  urge  you  in  the  interest  of 
fairness  to  acknowledge  in  some  way  these  disputes  in  the 
evidence . 

On  -a   different  subject,  we  have  asked  your  Sub- 
committee's investigator,  Steven  Blush,  for  the  documents 
which  are  referred  to  in  the  Case  #2  excerpt,  especially  in 
its  last  paragraph.   We  understand  that  at  the  moment  you 
are  not  making  these  public.   However,  we  would  appreciate 
receiving  copies  of  or  access  to  these  documents  if  they 
ever  are  made  available  to  the  public.   Based  in  part  on  the 
information  in  your  report,  AHFI  has  decided  to  stop  per- 
manently all  payments  to  Apex  International  Inc.  and  Sang 
Rim  Trading  and  Industries  Company,  Inc.   Both  have  threatened 
to  sue  us  and  we  need  evidence  to  defend  our  actions. 

Finally,  although  this  letter  is  occasioned  by 
your  draft  report,  please  let  us  take  this  opportunity  to 
commend  Mr.  Blush  and  Howard  Anderson  who  were  extremely 
professional,  courteous  and  fair  in  all  their  dealings  with 
AHFI.   They  inconvenienced  themselves  (including  working  one 
full  weekend)  in  order  to  accommodate  us  and  otherwise  dealt 
with  all  witnesses  and  lawyers  in  an  exemplary  manner.   Our 
concerns  respecting  your  report  in  no  way  lessens  the  fine 
opinion  Mr.  Blush  and  Mr.  Anderson  have  left  with  us  as  to 
the  high  competence  and  integrity  of  your  Subcommittee's 
staff. 


Very  truly  yours j 


Leonard  M.  Ring      \^ 


cc:   Mr.  Donald  F.  Woods,  Jr, 
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139.  Douglas  Aircraft  Co.,  Inc.  disbursement  to  Gen.  Shin  Yoo  Hyup,  Korean 
Air  Lines,  dated  February  7,  1966 
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140.  Douglas  Aircraft  Co.,  Inc.,  supplemental  disbursement  to  Gen.  Shin  Yoo 
Hyup,  Korean  Air  Lines,  dated  February  8,  1966 
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141.  Letter  from  C.  K.  Lee,  Joongwon  and  Co.,  to  James  Edwards,  Douglas  Air- 
craft Co.,  Inc^  dated  April  30,  1966 

JOONGWON  &  COMPANY,  LTD. 

Seoul,  Korea  _^^ 

April  30,  1966 


Mr.  James  6.  Edwards 

Vice  President 

Douglas  Aircraft  Con^)any,  Inc. 

Aircraft  Division 

Long  Beach,  California,  U.S.A. 

Dear  Mr.  Edwards: 


COPY 


Quite  some  tine  ago,  we  wrote  you  regarding 
to  General  Shin's  request  for  split  of  1/3  amount 
out  of  our's  yfL  to  appropriate  for  his  contribution, 
for  which  you  had,   in  conformity  with  our  solicita- 
tion at  then,  tactfully  negated  at  the  time  tfhen 
Mr.  Shin  was  in  Long  Beach  in  February  1966. 

In  view  of  recent  firm  prospect  for  sales 
the  second  DC-9  to  Korean  Airlines  and  so  as  to 
facilitate  for  Mr.  Shin's  current  adversity  relat- 
ive to  the  said  contribution  problem,  we  have  no 
other  way  but  to  split  1%  out  of  our's  JfL, 

In  reverting,  we  acknowledge  you  our  firm 
coniaitment  to  share  out  1>C  to  Mr.  Shin  and  we  hope 
that  you  have  no  objection. 

Earnestly  awaiting  your  acknowledgement  for 
the  above,  we  are  in  the  meantime. 

Sincerely    yours, 

JOOJCWON     &     COMPANY,     LTD. 


K.     lEE 


cc:  Mr.  John  C.  Little 


COWnOCHTIAL  MATEWAL  vohirttaHly  submltttd  to  tlw 
StibcommittM  on  InUmaikmal  Oft;anlzattor«  of  the 
Commits*  on  Intomatlonal  ReUtions  of  the  House  ol 
Representatives  tor  the  Subcommittees  Investigattoo 
of  Roreen-Amerlcan  relattons.    Disclosure  restricted 
under  the  rutes  of  the  Congress  of  the  Untted  States 
and  subject  to  penalties  as  provided  by  law. 
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142.  Letter  from  C.  K.  Lee,  Joongwon  and  Co.,  to  John  Little,  Douglas  Aircraft 
Co.,  Inc,  dated  May  13,  1966 


I       "  V;Ct  PRE 


JOONGWON  «.  COMPANY,  LTD. 
Seoul,    Korea 


J- - 


Mr.  jjohn  C.  Little  ^  V  I  y ' 

International  Conmercial  Salefe  illS-^ 

Douglas  Aircraft  Company,  Inc. 11— 

Aircraft  Division  l^H^^mJ^^^- 

Long  Beach,  California,  U.S»A, 

Dear  Mr.  Little, 

Reference  is  made  to  ovir  letter  addressed  to 
Mr.  James  B,  Edwards  as  of  April  30th,  %rfierein  we  asked 
you  to  pay  Mr.  Shin  for  1%   out  of  our's  of  3%» 

In  this  connection,  Mr.  Shin  will  ask  you  for 
the  same  in  writting  with  indicating  to  you  the  means 
of  covering  remittance  and  its'  drawee,  which  method 
virtually  in  conformity  with  request  by  higher  auth- 
orities concerned. 

Reverting,  you  may  consider  this  letter  as  our  r 
affidavit  and  shall  very  appreciate  if  you  will  kindly 
comply  with  Mr.  Shin's  request  at  your  soonest  conven- 
ience . 

Siiicerely  yours, 

JOONGWON  &  CCMPANY,  LTD. 


C.  K.  I£E 


.•!r;- 


CONnOENTIAL  MATERIAL  whintarty  «'bfnHUj  to  «»• 

CommittM  oo  »'^"«***^'lr*««mL's  investigation 
R^pcM^f  tW.  tor  ^^J^""^;;,.  Sted 
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143.  Letter  from  Shin  Yoo  Hyup,  Korean  Air  Lines,  to  John  Little,  DouRlas 
Aircraft  Co.,  Inc.,  dated  May  13, 1%6 


m  ^  ^ 


P    O.   BOX   MM  CCNTRAV. 
•«OUL.  KOMCA 
Td^  •  ■111-S 


^    •  MAY  17  19G5         ! 


COKFIDtNTlAL 


Mr.  J.  C.  Little 

Senior  Sales  Representative 

Far  East  and  Australria 

Douglas  Aircraft  Company,  Inc. 

Lon£  Beach,  California 

U.S.A. 


i:^ 


'  t.ia>9c« 


ekali  AM^CM:  KOREANAUU.INES 
:  . :HOUL.  KOItCA 


,  — I-  v.- 1 


.  1.— .  t 


DeAr  Mr.  LitUe: 


Due  to  our  situation  here,  we  can  not  send  a  man  to  Hon£  Kong 
that  we  talked  over  with  you  here. 

Accordingly,  we  hensby  request  to  you  to  remit  rest  of  one 
percentage  of  its  amount  to  Kr.  Sang  Ek  Lee  who  is  councilor, 
Korean  Embassy  in  Japan. 

(Address:  5,  l-chomc,  Takeya-cho,  AxAbu,  Minato-ku,  Tokyo, 
JapanJ 

I  sincerely  hope  that  you  will  understand  our  tituation  and 
I  would  Appreciate  your  prompt  reply. 


Best  person&l  regards, 


Sincerely  yours. 


if 


4<3^ 


Inc. 


and  «*i*:t  to  t-n-ti.*  •*  P"*'**^  ^  •"*• 
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144.  Telex  from  John  Little  to  J.  S.  Farra,  dated  May  17, 1966 

nEASE  SEND  THE  FOUOWH^G  lELEX  TO 

OOUGLASAU 
NIMONDAC  TK  2971 
TOKYO  (JAPAN) 

ATTENTION  J.  S.  FA»A 

a-nF-?99  If  TTER  TODAY  FROM  SHIN  ADVISES  HONG  KONG  ARRANGEMENT 

WE  DISCUSSED  IS  NOT  FOSSIBU.  SHIN  REQl^STS  TRANSACTION  BE  MADE 

WfTH  L££«  SANGAK»  COUNQLOR  KOREAN  EMBASSY  TOKYO.  RECALUNG 

YOUR  THOUGHTS  ON  THIS  WOULD  UKE  YOUR  OPINION  WITH  RESPEO  TO 

WHET»^  Dl  REa  TRANSPORT  FROM  HERE  OR  ARRANGEMB^  AS  DISCUSSED 

WITH  MARTINUZZl  IS  REST  COURSE.  QUAl^l CATION  FOR  RE aiPT  OF  THIS 

INSTAUMENT  WAS  MH  lY  KAL  ON  MAY  SECOND  PER  CONTRAa.   KNOWN 

TRAVELERS  TO  JAPAN  ARE  lERTINO  TOMORROW  MORNING  ENROUTE 

DJAKARTA  AND  DENZER  SOME  TIME  NEXT  WEEK.  REGARDS. 


UTTU 


K  -,.ftty  sobwitwi  to  «* 
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145.  Letter  from  C.  K.  Lee,  Joongrwon  and  Co.,  to  James  Edwards,  Douglas 
Aircraft  Co.,  Inc.,  dated  May  24,  1966 


CASLC  Aoowess 
•JOONGWON  SEOUL' 


JOONGWON  6c  COMPANY,  LTD. 

Exporters  a   Importers 

INTERNATIONAL    P.    O.     BOX    1831 

60.    t-KA.    MYUNG-DONG.    CHUNG-KU 

•KOUL.   KOREA 


May  24,  1966 


Mr.  James  B.  Edwards 

Vice  President 

Douglas  Aircraft  Company,  Inc. 

Aircraft  Division 

Long  Beach,  California,  U.S.A. 

Dear  Mr.  Edwards : 

Enclosed  please  find  the  copies  of  our  letter  address- 
ed to  you  and  Mr.  Little  on  earlier  date,  for  which 
Mr.  Little  advised  us  by  his  letter  of  May  17th  that 
the  said  payment  Is  only  eligible  after  delivery  of 
the  aircraft. 


Needless  to  say,. wo  would  not  ask  you  of  the  payment 
either  to  us  or  Mr.  Shin  If  that  payment  merely  to 
accommodate  for  either  of  personal  demands,  as  we 
fully  understand  and  agree  that  our  commission  fiubject 
tecelyable   after  the  delivery. 

Virtually,  the  requested  payment  has  In  many  aspects 
related  to  the  firm  sales  of  the  second  DC-9,  as  we 
and  KAL  very  much  hopeful  that  the  necessary  budget 
for  the  second  DC-9  will  be  reviewed  In  the  Second 
Supplementary  Budget  I966  by  the  cabinet  members  and 
so  as  to  .*l>«t  National  assembly  there-after. 

Before  the  relevant  budgetary  review  of  the  above,  we 
and  KAL  require  strong  back-bone  from  the  cabinet  and 
National  Assembly  as  well. 


As  the  function  of  timing  command  tactics  In  every 
maneuver  which  we  believe  in  many  aspects  like-wise 
applicable  to  sales  maneuver  especially  for  the  curr- 
ent pending  on  the  second  DC-9,  therefore  we  are 
obliged  to  urge  for  your  most  favourable  consideration 
and  arrangement  for  the  said  1^   payment  to  Mr.  Shin 
out  of  our '8  3%   at  your  soonest  if  possible. 

In  addition,  we  have  personally  been  request  by  DPM 
Chang  and  so  have  been  obliged  to  remit  the  sum  of 
$10,000.-  to  his  son  who  presently  stay  in  US. 


-  cont'd  - 
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As  you  already  knew,  Mr.  Chang  Is  the  most  powerful 
man  in  the  cabinet  especially  for  the  allotment  of 
budgetary  program. 

Please  understand  that,  under  the  prevailing  circum- 
stances, we  have  no  other  solution  but  to  depend  on 
your  thoughtful  and  intelligent  know-how. 

Your  kindest  response  to  the  above  shall  veyy  appre- 
ciate. 


S  inc  e  re ly  yours , 

JOONdjifON      &     COMPANY,      LTD. 


wx- 


C.      K.      LEE 


Comwntee  o«  "«•         subcommittee  s       ^^^d 


35-283  0  -  78  - 
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146.  Letter  from  John  Little,  Douglas  Aircraft  Co.,  Inc.,  to  C.  K.  Lee,  Joongwon 
and  Co.,  dated  June  3,  1966 

a-nF-1120  Jorv»3,  1966 


JOCNGWON  &  CO.,  LTD.  ?S^m  oo  Infmationl  «•«-«<»"•  ?'  ZJ^^ 

Intomatlonol  P.  O.  Box  1S31  R.pnmnutN..  for  ^'•^"^^'"S^J.e  rZ^ 

60,  1-Ka,  Myung-Dcrg  Cr.uns-ku  'V'^^^J^TttTcl^e"  of  the  UnK.d  Sut« 

Seoul,  Korea  ::S';ub)!ct Tp-n-ttiet  a»  pcovid.<l  by  i.w. 

Dear  Mr,  Lee: 

Your  letter  to  K^s.  Edv/crds  cbScd  Mcy  24 tS  hcs  bo  en  fonworded  to  mo  for  reply  cs 
Mr.  Edv/ords  is  out  of  the  country  on  on  extended  trip. 

lAr^  Edv/ords  ond  I  hove  dlscursad  ^o  content  of  your  letter  end  our  position  on 
this  rootter  Is  oj  follows: 

Our  policy  relative  to  the  payment  of  com.-nlsslons  only  upon  fte  delivery  of  the 
oircrcft  Is  bcsed  on  sound  b-jiinots  prccfice.   A  firm  contrcct  for  purchcso  ond 
subsequent  pro-delivery  pcyncnts,  a  fulfilled  by  KAL,  ctq  certainly  consldorod 
evidence  of  sincere  intent  to  purchc:«  and  we  honor  them  os  such;   however,  when 
the  purchcso  cgreeircnt  is  rTcc'e  "subject  to  firxincing",  cs  In  KAL's  ccsc/  there 
exists  o  period  of  time  prior  to  obtaining  fincncing  v/hcn  w©  ore  continuing  production 
on  the  specific  conflgurcHsn  for  KAL  on  a  speculative  basis.  In  that  our  costs  ere  far 
In  excels  of  the  prorrtics  pcr/n-icnls  received.    Tnis  is  neccssory,  of  courso.  In  order  that 
ws  meet  the  delivery  dote  «  specified  in  the  purchase  ogrocment. 

While  wo,  at  this  tlir.e,  anticipate  no  difficulty  In  KAL's  obtcininc  tho  reqoklta 
financing  for  this  purchase,  we  era  nevertheless  In  this  speculative  period  until 
flncnclng  Is  airprovcd.    In  the  event  that  KAL  should,  for  some  reason,  be  ur^le 
to  obtain  financing  or  to  tcko  dollvcry  of  1-I>e  aircraft,  v/e  would  be  facad  with  the 
tcs!:  of  recovering  our  ccit;.    Included  In  those  cc;*s  would,  of  course/  be  eny 
edvcnce  commissions  paid  out  end  ihcso  t\)x$  v/ould  bo  essentially  norv-recoverobte 
Insofar  cs  wo  v/ero  concerned. 

In  view  of  tho  cbcve,  wo  trust  you  v/lll  understand  end  convey  to  General  Shin  our 
policy  withrccpect  to  payment  of  coTjnIssions  In  edvcnce;  with  specific  reference  to 
General  Shin's  request  for  ti^s  payment  of  T%  as  authorized  by  your  letter  doted 
May  12,  1966,  our  incncgcnv:nt  has  stipulated  that  tlie  earliest  possible  time  at  which 
tills  payment  ccn  be  ov:do  vyill  be  otsuch  time  cs  KAL's  application  to  Exim  Is  fully 
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opprovsd.  As  ycu  knov/,  v/c  havo  no  cor.iTol  over  cxitn  In  ^T*  respect;  however, 
v/£  expect  fr.ct,  wIlH  ICAL's  ccntl-jcd  cocpcraHon,  ell  necessary  data  can  be 
subniiUcd  to  Exiro  v/ljhjn  ihc  r.c^t  45  days. 

Yoy  •A'ill  recall  that  the  pclicy  cutilncd  cLovo  \vcs  explained  In  detail  to  General 
Shin  during  his  visit  to  Long  Gcsch  in  February,  end  Knot  tJiis  wcs  done  ct  your 
specific  rcqvest.    Vaz  csrecn^cr.}  of  cur  rricnc^c.-ncnt  to  maJce  this  payment  ovcileble 
ct  the  time  of  Exim  cporcva!  is  c  cc.~IdcTcble  ccncecslon  to  our  standard  policy  end 
wo  t»x'st  General  Shin  v/ill  rcc:il:-s  t.Ms. 

t/y  picns  ere  to  be  in  Seoul  v/Ithin  the  next  moni^i,  possibly  ct  the  time  of  hfif^  Gcnt'ing's 
visit  end  I  v/iil  look  forward  to  ceeinrj  yoy  at  that  time. 

ficst  persona!  rcscrds. 

Very  truly  youi^. 


cc:  J.  B.  Edwords 
H.  E.  Hjorth 
W.  O.  Sherf 


John  C.  Uttle 

Interna  tionei  Commercial  Sales 


o!«,M««tati«e«  tor  the  Sud«<>^  ^e  restricted 
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147.  Letter  from  C.  K.  Lee,  Joongwon  and  Co.,  to  John  Little,  Douglas  Aircraft 
Co.,  Inc.,  dated  June  7,  1966 


•JOOfMOWON  SEOUL' 


JOONGWON  8e  COMPANY, 

Exporters  «   Importers 

international  p.  o.  box  1831 

60.  uka.  myung-oong.  chuno-ku 

•■ouu     korka 


Mr.  John  C.  Little 
International  ComiDerclal  Sales 
Douglae  Aircraft  Company,  Inc. 
Aircraft  Diviolon 
Long  Beach,  California,  U.S.A. 

Dear  Mr.  Little: 


'JN  9  1966    I 


,;„™ 


JL^'  oAimi„y_y 


June 


hi 


We  wish  to  acknowledge  with  thanks  receipt  of 
your  thoughtful  letter  Cl-llP-1120  dated  June 
3rd,  which  contents  we  have  duly  noted. 

Needless  to  say  that  we  fully  understand  your 
situation  and  further  we  fundamentally  in  accord 
with  your  opinion  per  outlined  in  your  above 
letter,  never-theless  prevailing  circumstances 
at  here  compelling  us  again  to  appeal  for  your 
more  flexible  consideration  and  favourable  arrang- 
ement for  the  same,  which  kindly  understand. 

We  called  on  DPM  Chang  on  last  thursday  morning, 
who  during  the  conversation  at  then,  asked  us 
whether  the  requested  1%   payment  be  settled  by 
now,  for  which  we  personally  assured  him  that 
the  payment  will  be  made  available  very  shortly, 
as  Mr.  Chang  already  knew  that  the  said  payment 
ultimately  for  the  party. 

Further,  we  also  Informed  to  General  Shin  as 
such  against  his  latest  interrogation  for  the  • 
same  on  lat  Saturday. 

As  you  might  been  Informed  by  Mr.  Bogart,  the 
Second  Supplementary  Budget  for  I966  and  the 
Main  Budget  for  1967  are  expected  to  be  imple- 
mented as  of  July  1966  by  the  Cabinet  Members 
with  specific  authorty  of  DPM  Chang. 

In  view  of  the  above,  we  are  in  more  than  worries 
if  the  allotment  of  necessary  fund  for  the  second 
DC-9  into  the  Budgets  would  be  hazarded  merely 
because  of  the  belated  payment  of  1%   to  the  pary 
through  General  Shin 


-  cont'd  - 


71, 


You  tr.ay  interest  to  know  that  the  local  demand 
for  larger  type  of  aircraft  liKe  DC-8  visualize 
more  closeness  day  by  day  in  parallel  with 
current  severe  con-petitions  arrcng  airlines  throu- 
gh-out countries. 

Until  such  periodic  realization  of  the  same,  which 
virtually  very  near  from  now,  we  must  concentrate 
with  every  our  best  efforts  and  incessant  activi- 
ties required  for  that  purpose  and,  in  return,  we 
in  many  aspects  lean  upon  your  thoughtful  cooper- 
ations for  those  beyond  our  reach. 

Earnestly  believing  that  you  will  absorb  of  the 
above  into  your  best  consideration  and  will  pro- 
vide for  feasible  arrangement  of  1%   payri/ent  at 
an  earliest  possible  date,  beg  to  await  your 
soonest  response  in  the  meantime. 

With  our  best  personal  regards. 


Sincerely   yours,     - — -^ 
JOONOi^^ON  &  COKPA^,  ^T&V 


K. 


CONnOENTIAL  MATERIAL^vo'u»<af1ly  submitted  to  «>• 
Sut)eommmee  on  InUmatlona)  Organization,  of  the 
CommWtM  on  lot«maU)na»  Relations  of  tne  H<»u«*  or 
R»pres«rt«t»v«s  for  the  Swbcommmee's  investigation 
of  Koftan-AiTrtrtcan  reUttons.    OJsclosure  restricted 
und«f  th«  n*u  of  the  Congress  of  ttie  United  States 
and  subject  to  penatties  as  pfovtded  by  lav*. 
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148.  Telex  from  J.  S.  Farra  to  John  Little,  dated  June  23, 1%6 


TO        J    C   LITTLE,    Cl-H 


VICE   PRESIDENT 
INT'L.  COKJMERDAL   SALES 

JUN  23  1966 


r/.        J    S    FA/.hA,    TOKYO 

CC        V   0    Sriir.F,    Cl-11:    H   E   HJ3I.TH,    CU/U   St-ND   P4.S/ 


J«.>0»»M     I 


.a-i- 


6C-ND-265,    6-2^-66.    SPECIAL   KOREAN   MATERIAL   DELIVERED  THIS      Iritili. 


«:P.N1NG.      P.tGAKDS 


COWnOCMTIAL  MATWtAtJ«l«"t««y  ~^mltt^  to  th. 
S«rt>ciiiii^ita«  «n;«i?n«ttoM)  Org.*«»lo"«  of  m« 
H.pf«*nt««v«  tor  th.  Subcomm.ttM  s  .nvest.gatwn 

„„d«,  th,  rul^  0»  th.  CongTM*  Ot  th.  Unrt.d  St«tW 
•nd  «*HC»  to  p.n*tlM  »  PfOvKJ.<l  by  Uw. 
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149.  Sang  Ek  Lee  acknowledgment  of  receipt  of  funds  from  Douglas  Aircraft 
Co.,  Inc.,  dated  June  24,  1966 

fhls  will  acknowledge  receipt  of  $35t59^.03  from 

the  Douglas  Aircraft  Company,  Inc,  on  2^"i>)      TMfJ^—    « 


Date 


Mr.  Sang 
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150.  Colt  Industries  interoflSce  memorandum  from  P.  A.  Benke  to  K.  A.  Wulflf, 

dated  March  30,  1971 


Colt  industries 


K.A.    Wulff 
P. A.    Benke 


colt's 

Small  Arms  Division 
Military  Arms  Division 


Interotnce 


CONFIDENTIAL 


Sub,.c,        KOREA 

C,     March  30,  1971 


The  amount  of  this  check  request  dated  March  30,  1971,  represents  a  contribution 
to  the  Presidential  election  in  the  Republic  of  Korea.   We  consider  it  of  vital 
Inportance  to  the  success  of  our  present  contract  and  to  the  exploitation  of 
other  business  possibilities  for  all  of  Colt  Industries'  subsidiaries  and  divi- 
sions in  the  future  that  the  present  government  continue. 

The  check  should  be  a  regular  New  York  bank  draft  payable  to  "Kim  Un  Yong".   Mr. 
Kim  is  the  Assistant  Director  of  The  Presidential  Protective  Force. 
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151.  Colt  Industries  interoflfice  memorandum  from  P.  A.  Benke  to  K,  A.  WulflP, 

dated  March  30,  1971 


.  ^   ^  .  CONFIDENTIAL 

Colt 

industries  interoffice 

T«  K.   A.    Wulff  frora  P.   A.   Benke 

LKation  Location 

Subject       KOREA  Date  March  30.    19?: 


The  amount  of  this  check  request  dated  March  30,    1971,    represents 
a  contribution  to  the  Presidential  election  in  the  Republic  of  Korea. 
We  consider  it  vital  to  the   success  of  our  contract  that  the  South 
Korean  government  remain  istable  and  that  during  the  early  and  most 
critical  phase  of  the  contract,    we  have  the  opportunity  to  work  with 
those  individuals  in  the  administration  who  were  a  party  to  the  con- 
tract. 

The  check  should  be  a  regular  New  York  bank  draft  payable  to  "Kim 
Un  Yong".     Mr.    Kim  is  the  Assistant  Director  of  The  Presidential 
Protective  Force. 
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152.  Colt  Industries  interoflSce  memorandum  from  K.  A.  Wulff  to  the  files, 

dated  April  5,  1971 


Colt 
Industries 


Interoffice 


T»  Files 

LKltiM 

Subject        Korea 


Frm  K.    A.    Wulff 

Ucibon       New  York 
Dite  April  5,    1971 


The  attached  check  was  held  up  pending  advice  from  W.    D.    Ford 
relative  to  the  legality  of  the  payment.      Ford  informed  me  today 
that  he  had  been  given  an  opinion  from  outside  counsel  that  a 
political  contribution   such  as  the  one  proposed  was  illegal  in 
Korea.     Also  he  was  advised  that  any  payment  of  this  type  could 
jeopardize  the  contract  with  Korea  which  is  backed  by  the  U.    S. 
Government.     Accordingly,   the  payment  will  not  be  made,    and  the 
check  is  being  deposited  in  our  account  at  the  Chemical  Bank  today, 


mp 
Att. 
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153.  Sample  cover  letter  and  questionnaires  (only  one  version  was  sent  to  a 
corporation)  used  by  the  Subcommittee  on  International  Organizations 


INVeSTIOATlON  OF 
KOREAN-AMERICAN  RELATIONS 

SUBCOMMITTEE  ON  INTCTNATIONAI.  OROAHIZATtOMS 


Cnttgr^gg  of  Hit  Pntteh  ^tai^s 

^gimse  of  ^Keprssentat&ns 
jgiajpngton,  ^.C  20315 


The  Subconmittee  on  International  Organizations  of  the 
Cormittee  on  International  Relations  is  investigatina  the  con- 
duct of  relations  between  the  United  States  and  the  Republic 
of  Korea  pursuant  to  a  special  authorization.  The  Subcommittee's 
mandate  encompasses  all  aspects  of  the  political,  military, 
intelligence,  economic,  educational  and  informational  relation- 
ships between  the  two  countries.  As  such,  this  Subcommittee  has, 
as  one  of  its  areas  of  inquiry,  the  question  of  American  invest- 
ment in  and  trade  with  the  Republic  of  Korea. 

In  order  for  the  Subcommittee  to  do  its  work  effectively, 
data  on  American  investment  in  the  Republic  of  Korea  and  rela- 
tionships between  the  Government  of  the  Republic  of  Korea  and 
American  businesses  are  currently  being  compiled.  As  an  American 
corporation  with  experience  with  the  Korean  economy,  your  cooper- 
ation is  being  sought  in  this  matter. 

We  would  appreciate  your  completion  of  the  enclosed 
questionnaire.  Your  responses  should  be  forwarded  to  the  Sub- 
conmittee (Room  3515,  House  Annex  #2,  Washington,  D.C.  20515) 
within  thirty  (30)  days  from  receipt  thereof.  In  all  likelihood 
there  will  be  no  further  need  for  you  to  participate  in  our 
study  if  you  return  your  answers  within  the  allotted  time. 

We  have  enclosed  a  copy  of  our  rules  for  your  information. 
We  would  particularly  like  to  ^direct  your  attention  therein  to 
Rule  6  Paragraph  6,5  regarding'  the  confidentiality  of  the  informa- 
tion provided  to  the  Subcommittee. 

If  you  have  any  questions  concernina  this  request,  please 
contact  Steven  Blush  or  Kathleen  Kadane  of  the  Subcommittee  staff 
at  (202)225-7722. 

With  best  wishes,  I  am 

Sincerely  yours. 


Donald  M.  Fraser,  Chairman 
Subcommittee  on  International 
Organizations 


Enclosure 
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INVKVnOATION  OF  KORKAN-AMERiCAN  RCLATIONS 

BY  THE 
SUBCOMMITTEE  ON  INTERNATIONAL  ORGANIZATIONS 


The  attached  questionnaire  is  being  directed  to  you  by 

the  Subcomnittee  on  International  Organizations  of  the  United 
States  House  of  Representatives.  The  Subconrnittee  requests 
that  your  responses  be  returned  within  thirty  (30)  days  from 
receipt. 


TIME -FRAME 


For  each  question  in  the  attached  questionnaire,  your 
answers  should  cover  the  period  January  1,  1966  to  January  1, 
1977. 


DEFINITIONS 


As  used  in  the  questionnaire,  the  following  terms  have 
the  following  meanings: 

Corporation  --  The  term  "Corporation",  especially  when 
it  appears  as  "the  Corporation",  means  (company  name)   and 
any  subsidiary  or  affiliate  doing  business  in  or  with  the 
Republic  of  Korea,  and  any  Korean  joint-venture  or  co-produc- 
tion partner,  governmental  or  private. 

Subsidiary  —  The  term  "subsidiary"  means  any  company 

which   (company  name) controls  by  virtue  of  (company 

name)    s  ownership  of  over  505K  of  the  outstanding  stock 
of  the  subsidiary. 

Affiliate   --  The  term  "affiliate"  means  any  company 

which   (company  name) controls  -but  does  not  own 

over  50%  of  the  stock. 

Korean  joint-venture  partner  --  The  term  "Korean  joint- 
venture  partner"  means  any  Korean  company,  governmental  or 

private,  in  which  (company  name) ^has  invested  foreign 

exchange  (in  relation  to  the  Korean  won),  capital  goods, 
technology,  or  any  other  kind  of  equity,  including  technical 
assistance. 
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BY  THE 
SUBCOMMITTEE  ON  INTERNATIONAL  ORGANIZATIONS 


Korean  co-production  partner  -r-  The  term  "Korean  co- 
production  partner"  means  any  Korean  company,  governmental 

or  private,  with  which  (company  name) has  entered  into 

a  manufacturing  licensing  agreement  approved  by  the  U.S. 
Department  of  State. 

Questions  concerning  activities  of  "the  Corporation" 
are  designed  to  elicit  responses  concerning  the  activities 

of   (cCTTipany  name) ,  either  through   (company 

name)    or  through  any  subsidiary,  affiliate,  Korean 
joint-venture  or  co^production  partner.  Each  answer  should 
specify  whether  the  activity  was  conducted  by  (company 

name )    ,  a  subsidiary,  an  affiliate,  or  a  Korean  joint- 
venture  or  co-production  partner. 

Identify/Name/List  --  The  terms  "identify",  "name", 
or  "list"  shall  mean  (i)  with  respect  to  a  person,  to  state 
his  or  her  name,  address,  business  affiliation  and  position; 
(ii)  with  respect  to  a  document,  to  state  the  type  of  docu- 
ment (eg.  letter,  memorandum,  statement,  contract,  etc.), 
its  date,  author,  addressee(s) ,  title  and  file  or  other 
identifying  number  or  symbol,  and  to  identify  each  oerson 
currently  having  custody  or  control  of  such  document:  (iii) 
with  respect  to  an  organization  or  entity,  its  name,  address, 
and  executive  officers  during  the  period  of  its  association 
with  the  Corporation. 

Political  contribution  —  The  term  "political  contribu- 
tion" shall  mean  any  use  of  the  Corporation's  funds  or  other 
assets  within  the  territory  of  the  Republic  of  Korea  or  the 
United  States  of  America  to: 

Cl)  influence  the  judgment  of  a  Korean  or  American 
public  official,  concerning  a  political  issue;  or 

C2)  influence  the  judgment  of  the  Korean  or  American 
electorate  either  as  to  political  issues  in  a  political  cam- 
paign or  as  between  the  candidates;  or 

C3)  assure  access  to  Korean  or  American  public  offi- 
cials by  the  Corporation's  representatives:  or 

(4)  benefit  any  particular  candidate  for  Korean  or 
American  public  office,  any  Korean  or  American  public  official 
or  any  Korean  or  American  political  party. 
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KI  FORM  22 


1.   Please  list  the  name  of  any  Korean  joint-venture  partner, 
Korean  co-production  partner,  or  any  subsidiaries  or 
affiliates  of  the  Corporation  doing  business  in  or  with 
the  Republic  of  Korea.  As  to  each  such  entity,  please 
state: 


(a)  the  date  of  formation,  corporate  investment, 
or  entry  into  the  Korean  market; 

(b)  the  principal  officers; 

(c)  a  brief  description  of  the  duties  of  those 
listed  in  (b)  above; 

(d)  its  relationship  to  the  Corporation,  includ- 
ing type  and  extent  of  corporate  equity 
invested  in  it. 
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KI  FORM  22 


For  each  entity  listed  in  1  above,  please  provide 
detailed  information  on  the  following  matters  relating 
to  their  formation  or  entry  into  the  Korean  market: 


(a)  identify  any  contracts,  licenses,  or  agree- 
ments with  the  Korean  Government  or  any  of 
its  subdivisions  or  officials  entered  into 

by  the  Corporation  pursuant  to  the  establish- 
ment of  said  entities,  or  to  the  Corooration's 
investment  in  them,  or  to  the  Corporation's 
entry  into  the  Korean  market; 

(b)  identify  the  conditions  or  terms  related  to 
(a)  above,  or  any  other  conditions  or  terms 
entered  into  by  the  Corporation  and  the 
Korean  Government  or  any  of  its  subdivisions 
or  officials; 

(c)  name  the  persons  or  entities  known  to  have 
been  acting  on  behalf  of  the  Corporation  in 
negotiations  with  the  Korean  Government  or 
any  of  its  "subdivisions  or  officials  pursuant 
to  the  establishment  of  said  entities,  or  to 
the  Corporation's  investment  in  them,  or  to 
the  Corporation's  entry  Into  the  Korean  market. 
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KI  FORM  22 


3.   If  any  of  the  entities  listed  in  1  above  are  no  lonqer 
doing  business  in  or  with  the  Republic  of  Korea,  please 
state: 


(a)  the  date  of  termination; 

(b)  the  reasons  for  termination. 


4.   Please  list  all  consultants,  agents,  representatives,  and 
subagents  thereof,  who  were  employed  by  the  Corporation 
for  business  In  or  with  the  Republic  of  Korea. 
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KI  FORM  22 


5.   For  each  person  or  entity  listed  in  4  above,  please  provide 
detailed  information  on  the  following  matters  related  to 
the  nature  and  extent  of  their  engagement  by  the  Corporation: 


(a)  name  the  officers  and  employees  of  the  Corporation 
supervising  their  activities; 

(b)  name  the  individuals  in  the  Corporation  to  whom 
the  person  or  entity  reported  and  the  manner  and 
frequency  of  said  reports; 

(c)  name  any  other  officers  of  the  Corporation  from 
whom  the  person  or  entity  received  instructions  in 
pursuit  or  furtherance  of  corporate  business; 

(d)  attach  a  copy  of  any  contracts  or  agreements,  and 
amendments  thereto,  entered  into  between  the 
Corporation  and  said  persons  or  entities; 

(e)  Provide  an  analysis  of  all  payments  (include  accruals) 
made  to  or  on  behalf  of  the  person  or  entity  by  the 
Corporation.  As  to  each  amount,  describe  the  nature 
of  the  duty  or  service  covered  thereby  and  the  form 
of  payment. 


3%.7fl3  O  -  78  .  k7 
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SUBCOMMITTEE  ON  INTERNATIONAL  ORGANIZATIONS 


KI  FORM  22 


6.   As  to  each  person  or  entity  listed  in  4  above,  answer  the 
following: 


(a)  Were  any  funds  of  the  Corporation  disbursed  to 
the  consultant,  agent,  representative,  or  sub- 
agent  thereof,  returned  by  him,  directly  or 
indirectly,  to  the  Corporation  or  any  of  its 
officers,  employees  or  representatives?  In  each 
case  where  this  occurred,  an  explanation  of  the 
circumstances  and  amounts  is  requested. 

(b)  Did  the  consultant,  agent,  representative,  or  sub- 
agent  thereof,  use  or  permit  the  use  of  any  cor- 
porate funds  at  the  direction  or  with  the  knowledge 
of  any  corporate  officers  or  employees  for  politi- 
cal contributions  in  either  Korea  or  the  United 
States?  If  so,  an  explanation  of  the  circumstances 
and  amounts  is  requested. 

(c)  Did  the  consultant,  agent,  representative,  or  sub- 
agent  thereof,  use  or  permit  the  use  of  corporate 
funds  at  the  direction  of  Korean  Government  officials 
or  any  third  parties  known  to  be  acting  on  their 
behalf,  for  political  contributions  in  either  Korea 
or  the  United  States?  If  so,  an  explanation  of  the 
circumstances  and  amounts  is  requested. 
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Were  corporate  funds,  property,  services  or  any  other  thing 
of  value  donated,  loaned,  or  made  available,  directly  or 
indirectly,  to  or  for  the  use  or  benefit  of,  or  for  the 
purpose  of  opposing,  the  Korean  Government  or  any  of  its 
subdivisions,  or  any  Korean  political  party,  candidate  or 
committee?  If  so,  an  explanation  of  the  circumstances  and 
amounts  or  thing  of  value  donated,  loaned,  or  made  available 
is  requested. 
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8.   Has  the  Corporation  ever  increased  any  sales  prices,  tenders, 
fees,  charges  or  cormissions  at  the  direction  of  any  of  those 
listed  in  4  above,  any  Korean  Government  subdivision  or 
official,  any  Korean  political  party  or  party  official,  or 
any  third  party  known  to  be  acting  on  their  behalf?  If  so, 
please  state: 


(a)  the  product  or  service  subject  to  increase: 

(b)  the  Corporation's  initial  price,  fee,  charge 
or  comnlssion  payment; 

(c)  the  final  price,  fee,  charge  or  cormission 
payment 1 

(d)  when  and  at  whose  direction  the  increase  was 
effected. 
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9.   Were  any  political  contributions,  fees,  gifts,  emoluments 
or  things  of  value  made  or  provided,  directly  or  indirectly, 
to  avoid  or  diminish  the  likelihood  of  any  anticipated,  sus- 
pected or  threatened  action  on  the  part  of  the  Korean  Govern- 
ment or  any  of  its  subdivisions  or  officials?  If  so,  please 
state  as  to  each  such  contribution,  fee,  gift,  emolument  or 
thing  of  value: 


(a)  its  description  or  amount; 

(b)  the  date  made  or  provided; 

(c)  the  official (s)  and  intermediaries  involved: 

(d)  the  action  anticipated,  suspected  or  threatened. 


780 


fimmmttee  an  ^tdinmiimvd  Jlektunts 

iNVKSTlOATION  OF  KOREAN-AMERICAN  RELATIONS 

BY  THE 
SUBCOMMITTEE  ON  INTERNATIONAL  ORGANIZATIONS 
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10.   Were  any  corporate  officers  or  employees  aware  at  the 
time  the  Corporation  was  making  the  contributions 
described  in  7-9  above  that  any  other  corporations 
had  made  or  were  making  similar  contributions?  If  so, 
please  state: 


(a)  the  name  of  each  corporation  that  had 
made  or  was  making  such  contributions; 

(b)  when  an  official  or  employee  of  the 
Corporation  became  aware  each  corporation 
listed  in  (a)  above  was  making  such  con- 
tributions; 


how  the  official  or  employee  of  the 
Corporation  became  aware  these  other 
corporations  were  making  such  contributions, 
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n.   Has  the  Corporation  or  any  third  party  known  to  be 

acting  on  its  behalf  maintained  a  domestic  or  foreign 
numbered  account  from  which  disbursements  were  made, 
directly  or  indirectly,  to  any  of  those  listed  in  4 
above,  to  any  Korean  Government  subdivision  or  official, 
or  to  any  Korean  political  party  or  party  official?  If 
so,  please  state: 


(a)  the  location  of  such  accounts; 

(b)  the  dates  of  said  disbursements: 

(c)  the  names  of  those  with  signatory  or  other 
authority  or  control  over  such  disbursements; 

(d)  the  immediate  and,  to  the  extent  known  or 
believed,  intermediate  and  ultimate  recipients 
of  said  disbursements. 
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12.   Has  the  Corporation  or  any  third  party  known  to  be 
acting  on  its  behalf  maintained  a  bank  account,  or 
repository  of  funds  of  any  kind,  which  was  not  reflected 
on  the  corporate  books,  records,  balance  sheets  or 
financial  statements,  and  from  which  disbursements 
were  made,  directly  or  indirectly,  to  any  of  those, 
listed  in  4  above,  to  any  Korean  Government  subdivision 
or  official,  or  to  any  Korean  political  party  or  party 
official?  If  so,  please  state: 


(a)  the  location  of  such  accounts  or  repositories: 

(b)  the  dates  of  said  disbursements; 

(c)  the  names  of  those  with  signatory  or  other 
authority  or  control  over  such  disbursements; 

(d)  the  iimediate  and,  to  the  extent  known  or 
believed,  intermediate  and  ultimate  recipients 
of  said  disbursements. 


I 
i 
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13.   Were  any  of  the  following  items  relating  to  the  Corporation's 
accounting  treatment  of  contributions  described  in  7-9  above 
and  of  payments  described  in  5-6  above  ever  misstated?  If 
so,  please  identify  and  briefly  describe  any  item  misstated. 


(a)  vouchers  or  receipts; 

(b)  expense  accounts; 

(c)  employee  salaries  or  bonuses; 

(d)  consulting  fees; 

(e)  public  relations  fees; 

(f)  legal  fees; 

(g)  conmission  or  sales  fees; 

(h)  loans  or  accounts  receivable; 

(i)  insurance  payments,  premiums  or  cornnissions; 

(j)  miscellaneous  expenses. 
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14.   Were  fictitious  projects  or  enterprises  ever  set  up  to 
hide  or  facilitate  disbursements  to  any  of  those  listed 
in  4  above,  to  any  Korean  Government  subdivision  or 
official,  or  to  any  Korean  political  party  or  party 
official?  If  so,  identify  and  explain  any  such  project 
or  enterprise. 
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15.   Were  any  accounts,  journals,  diaries  or  other  records  kept 
to  record  the  collection  and  distribution  of  disbursements 
to  any  of  those  listed  in  4  above,  to  any  Korean  Government 
subdivision  or  official,  or  to  any  Korean  political  party 
or  party  official?  If  so,  please  identify  each  such  account, 
journal,  diary  or  other  record. 
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16.   Did  the  Corporation,  through  Its  employees  or  officials 
or  any  third  party  acting  on  its  behalf,  ever  discuss 
the  advantages  or  disadvantages  of  its  engaging  any  of 
those  listed  in  4  above  with  any  official  of  the  Korean 
or  United  States  governments,  any  official  of  the 
American  Chamber  of  Corrmerce  in  Korea,  or  any  official 
or  employee  of  another  corporation  doing  business  in  or 
with  the  Republic  of  Korea?  If  so,  please  state: 


(a)  the  parties  to  each  discussion; 

(b)  the  dates  of  each  such  discussion; 

(c)  a  brief  sumnary  of  the  substance  of  the  discussion^ 

(d)  the  identity  of  any  documents  describing  any  of  these 
discussions. 
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17.   Did  the  Corporation,  through  its  employees  or  officials 
or  any  third  party  known  to  be  acting  on  its  behalf, 
ever  discuss  the  advantages  or  disadvantages  of  its 
making  political  contributions  in  Korea  with  any  official 
of  the  Korean  or  United  States  governments,  any  official 
of  the  American  Chamber  of  Comerce,  or  any  official 
or  employee  of  another  corporation  doing  business  in  or 
with  the  Republic  of  Korea"?  If  so,  please  state: 


(a)  the  parties  to  each  discussion; 

(b)  the  dates  of  each  such  discussion; 

(c)  a  brief  summary  of  the  substance  of  the  discussiorf; 

(d)  the  identity  of  any  documents  describing  any  of 
these  discussions. 
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18.   As  to  each  cash  or  bearer  check  transaction  between  the 

Corporation  and  any  of  those  listed  in  4  above,  any  Korean 
Government  subdivision  or  official,  or  any  Korean  political 
party  or  party  official,  please  state: 


(a)  the  amount  of  the  transaction; 

(b)  the  date  of  the  transaction; 

(c)  the  identity  of  each  individual  who  approved 
the  transaction; 

(d)  the  corporate  account  charged; 

(e)  the  item  charged; 

(f)  the  reason  or  reasons  for  the  transaction; 

(g)  the  recipient; 

(h)  any  benefit  the  Corporation  realized  as  a  result 
of  the  transaction; 

(i)  the  identity  of  any  records  separate  from  the 
Corporation's  books  of  account  which  were  kept 
to  record  the  transaction; 

(j)  the  Identity  of  each  employee  of  the  Corporation 
who  participated  in  the  transaction  and  the  nature 
of  each  such  employee's  participation; 

(k)  whether  the  transaction  was  in  dollars  or  won;  } 

0)  whether  the  transaction  occurred  in  the  Republic 
of  Korea  or  the  United  States. 
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19.   Has  the  Corporation,  through  its  officials,  employees  or 
any  third  party  known  to  fae  acting  on  its  behalf,  ever 
been  asked  to  make  payments,  contributions  or  gifts,  or 
to  increase  any  sales  prices,  tenders,  fees,  charges  or 
commissions,  at  the  direction  of  any  of  those  listed  in 
4  above,  any  Korean  Government  subdivision  or  official, 
any  Korean  political  party  or  party  official,  or  anyone 
known  to  be  acting  on  their  behalf,  but  declined  to  do  so? 
If  so,  an  explanation  of  the  circumstances  is  requested. 
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1.    Please  list  the  name  of  any  Korean  joint-venture  partner, 
co-production  partner,  or  any  subsidiaries  or  affiliates 
of  the  Corporation  doing  business  in  or  with  the  Republic 
of  Korea.   As  to  each  such  entity,  please  state: 

<a)   the  date  of  formation,  corporate  investment, 
or  entry  into  the  Korean  market; 

(b)  the  principal  officers; 

(c)  a  brief  description  of  the  duties  of  those 
1 i  sted  in  (b)  above  ; 

(d)  its  relationship  to  the  Corporation,  including 
type  and  extent  of  corporate  equity  invested 
in  it. 
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2.    For  each  entity  listed  in  1  above,  please  provide 

detailed  information  on  the  following  matters  relating 
to  their  formation  or  entry  into  the  Korean  market: 

(a)  identify  any  contracts,  licenses,  or  agreements 
with  the  Korean  Government  or  any  of  its  subdivi- 
sions or  officials  pursuant  to  the  establishment 
of  said  entities,  or  to  the  Corporation's  invest- 
ment in  them,  or  to  the  Corporation's  entry  into  the 
Korean  market; 

(b)  identify  the  conditions  or  terms  related  to  (a) 
above,  or  any  other  conditions  or  terms  entered 
into  by  the  Corporation  and  the  Korean  Government 
or  any  of  its  subdivisions  or  officials; 

(c)  name  the  persons  or  entities  known  to  be  acting  on 
behalf  of  the  Corporation  in  negotiations  with  the 
Korean  Government  or  any  of  its  subdivisions  pursuant 
to  the  establishment  of  said  entities,  or  to  the 
Corporation's  investment  in  them,  or  to  the 
Corporation's  entry  into  the  Korean  market. 


35-283  0-78 
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If  any  of  the  entities  listed  in  1  above  are  no  lonqer 
doing  business  in  or  with  the  Republic  of  Korea,  please 
state : 

(a)  the  date  of  the  termination; 

(b)  the  reasons  for  the  termination. 
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4.    Please  list  all  consultants,  agents,  representatives, 

and  their  subagents  who  were  employed  by  the  Corporation 
for  business  in  or  with  the  Republic  of  Korea. 
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For  each  person  or  entity  listed  in  4  above,  please 
provide  detailed  information  on  the  fol 1 owi ng  .matters 
related  to  the  nature  and  extent  of  their  engagement 
by  the  Corporation: 

(a)  name  the  officers  and  employees  of  the 
Corporation  supervising  their  activities; 

(b)  name  the  individuals  in  the  Corporation  to 
whom  the  person  or  entity  reported  and  the 
manner  and  frequency  of  said  reports; 

(c)  name  any  other  officers  of  the  Corporation 
from  whom  the  ;)erson  or  entity  received 
instructions  in  pursuit  or  furtherance  of 
corporate  business; 

(d)  attach  a  copy  of  any  contracts  or  agreements, 
and  amendments  thereto,  entered  into  between 
the  Corporation  and  said  persons  or  entities. 
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6.    As  to  each  person  or  entity  listed  in  4  above,  answer 
the  following: 

(a)  Were  any  funds  of  the  Corporation  disbursed  to 
the  consultant,  agent,  or  representative,  or 
subagent  thereof,  returned  by  him  to  or  for  the 
benefit  of  the  Corporation  or  any  of  its  officers, 
employees,  or  representatives? 

(b)  Did  the  consultant,  agent,  representative,  or 
subagent  thereof,  use  or  permit  the  use  of  any 
corporate  funds  at  the  direction  or  with  the  know- 
ledge of  any  corporate  officers  or  employees  for 
political  contributions  in  either  Korea  or  the 
United  States? 

(c)  Did  the  consultant,  agent,  representative,  or 
subagent  thereof,  use  or  permit  the  use  of  any 
corporate  funds  at  the  direction  of  Korean  Govern- 
ment officials,  directly  or  indirectly,  for 
political  contributions  in  either  Korea  or  the 
United  States? 
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Were  corporate  funds,  property,  services,  or  any  other 
thing  of  value  donated,  loaned,  or  made  available, 
directly  or  indirectly,  to  or  for  the  use  or  benefit  of 
or  for  the  purpose  of  opposing,  the  Korean  Government 
or  any  of  its  subdivisions,  or  any  Korean  political 
party,  candidate,  or  committee? 
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8.    Has  the  corporation  ever  increased  any  sales  prices, 

tenders,  fees,  charges,  or  commissions  at  the  direction 
of  any  of  those  listed  in  4  above,  any  Korean  Government 
subdivision  or  official,  or  any  third  party  known  to 
be  acting  on  behalf  of  such  individuals? 
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Were  any  political  contributions,  fees,  gifts,  emoluments 
or  things  of  value  ever  made  or  provided,  directly  or 
indirectly,  by  the  Corporation  to  avoid  or  diminish  the 
likelihood  of  any  anticipated,  suspected,  or  threatened 
action  on  the  part  of  the  Korean  Government  or  any  of 
its  subdivisions  or  employees? 
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10.   Did  the  Corporation  or  anyone  known  to  be  acting  on 

its  behalf  ever  discuss  the  advantages  or  disadvantages 
of  the  Corporation's  engagement  of  any  of  those  listed 
in  4  above  with  any  official  of  the  Korean  or  United 
States  Governments,  any  official  of  the  American  Chamber 
of  Commerce  in  Korea,  or  any  official  or  employee  of 
any  other  U.S.  Corporation  doing  business  in  or  with 
the  Republic  of  Korea? 
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11.   Did  the  Corporation  or  anyone  known  to  be  acting  on 

its  behalf  ever  discuss  the  advantages  or  disadvantages 
of  the  Corporation's  making  political  contributions  in 
Korea  with  any  official  of  the  Korean  or  United  States 
Governments,  any  official  of  the  American  Chamber  of 
Commerce  in  Korea,  or  any  official  or  employee  of  any 
other  U.S.  Corporation  doing  business  in  or  with  the 
Republic  of  Korea? 
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12.   Has  the  Corporation  ever  been  asked  to  make  payments, 
contributions,  or  gifts,  or  to  increase  any  sales 
prices,  tenders,  fees,  charges,  or  commissions,  at  the 
direction  of  any  of  those  listed  in  4  above,  any  Korean 
Government  subdivision  or  official,  or  any  Korean 
political  party  or  party  official,  but  declined  to  do  so? 
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13.   Has  the  Corporation  ever  entered  into  any  cash  or 
bearer  check  transactions  with  any  of  those  listed 
in  4  above,  any  Korean  Government  subdivision  or  official 
or  any  Korean  political  party  or  party  official? 
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154.  Records  concerning  S.  K.  Kim,  received  by  the  subcommittee  May  11,  1978 

Barrett  Smith  Schapiro  Simon  S  Armstrong 
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MICHAEL    F    ARMSTRONG 
lOHN   J.   BARRETT 
)AVIO    D    BROWN    HZ 
VARREN    H.  COLODNER 
iEVIN    J.   CURLEY 
1ICHAEL   O.   FINKELSTEIN 
-lORTON    E    OROSZ 
iORDON    O    HENDERSON 

iicharo  m.  leoer 
.awrence  nirenstein 
;eralo  a.  novack 

ALFRED    T.  OGDEN    n 
>ONALD    S.  RICE 
dARTIN    F    RICHMAN 

:arl  f  rogge.jr. 
)onald  schapiro 
:omuno  r.  schroeder 
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v  mason  smith 
vrthur  d.  sporn 


26    BROADWAY 
NEW   YORK.  N.  Y.   IOOO-4 
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May  11,  1978 


Ms.  Kathleen  Kadane 

Congress  of  the  United  States 

Subcommittee  on  International 

Organizations 
House  of  Representatives 
3515  House  Annex  No.  2 
Washington,  D.C.   20515 

Re:   Korea  Exchange  Bank,  New  York  Agency 

Records  concerning  S.K.  Kim  -  Subpoena 

Dear  Ms.  Kadane: 

In  accordance  with  our  telephone  conversations, 
I  am  enclosing  herewith  the  Korea  Exchange  Bank,  New  York 
Branch  (the  "Bank")  records  called  for  by  your  subpoena, 
as  well  as  an  index  of  all  documents  furnished. 

We  have  been  advised  that  none  of  the  Bank 
personnel  involved  in  the  transactions  evidenced  by  these 
records  is  now  in  New  York,  all  of  them  having  been 
transferred  out  of  the  New  York  Branch  as  part  of  the 
Bank's  routine  program  of  rotating  assignments.   Thus, 
none  of  the  Bank  employees  in  New  York  is  able  to  provide 
you  with  any  further  information  as  to  the  specifics  of 
these  particular  transactions. 


As  I  previously  told  you,  this  response  to 
your  subpoena  is  based  on  an  examination  by  Bank  personnel 
of  the  Bank's  vouchers  reflecting  the  Bank's  transactions 
for  the  period  July  1972  through  March  1975.   These 
vouchers  then  led  to  the  discovery  of  the  documents 
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which  we  are  today  furnishing  to  you.   The  Bank  has  not, 
however,  conducted  a  search  of  its  vouchers  for  the 
balance  of  the  period  covered  by  your  subpoena.   Mr.  S.J. 
Chung,  who  was  at  the  Bank  during  this  period,  has  advised 
us  that,  although  no  formal  search  has  been  made  he 
believes  that  there  were  no  other  Bank  transfers  called 
for  by  the  subpoena  during  this  period.   Unless  we  hear 
from  you  otherwise,  we  trust  that  no  additional  record 
search  by  the  Bank  is  necessary  in  order  to  comply  with 
your  subpoena. 

If  you  have  any  further  questions,  please  call 


As  you  know,  we  have  discussed  the  Bank's 
request  for  confidentiality  a  number  of  times,  and  I 
have  frequently  requested  that  the  contents  and  source 
of  the  enclosed  records  remain  confidential.   While  I 
understand  that  no  commitments  can  at  this  time  be  made 
by  you,  you  have  told  me  that  subpoenaed  materials  are 
not  made  public  except  upon  Committee  vote.   With  this 
in  mind,  I  once  again  repeat  our  request  for  confidentiality. 


Very  truly  yours, 
Gerald  A.  Novack 


enclosures 
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INDEX  OF  DOCUMENTS 

Exhibit  1-a  -  The  Mitsui  Bank,  Ltd.,  New  York 
Agency,  check  no.  005021,  dated  May  2,    1973,  in  the  amount 
of  $75,000  to  Korea  Exchange  Bank,  New  York  Agency  and 
■for  the  account  of  Mr.  S.K.  Kim". 

Exhibit  1-b  -  May  2,  197  3  cable  from  Korea 
Exchange  Bank,  New  York  Agency  to  Korea  Exchange  Bank, 
Tokyo,  advising  of  credit  of  $75,000  to  Korea  Exchange 
Bank,  Tokyo,  account  at  Korea  Exchange  Bank,  New  York 
Agency,  "in  favor  of  S.K.  Kim". 

Exhibit  1-c  -  May  2,  1973  Korea  Exchange  Bank, 
Mew  York  Agency  voucher  reflecting  transactions  evidenced 
by  Exhibits  1-a  and  1-b  above. 

Exhibit  2-a  -  Bank  of  Tokyo,  Ltd. ,  New  York  Agency, 
check  no.  12  65  82,  dated  May  2,  1973,  in  the  amount  of 
$75,000  to  Korea  Exchange  Bank,  New  York  Agency  and 
"for  account  of  Mr.  S.K.  Kim". 

Exhibit  2-b  -  Memo  reflecting  return  of 
Exhibit  2-a  to  Bank  of  Tokyo,  Ltd.,  New  York  Agency,  for 
detailed  instructions  as  to  whom  $75,000  should  be  paid. 

Exhibit  2-c  -  Memo  from  Bank  of  Tokyo,  Ltd., 
New  York  Agency  apparently  reflecting  return  of  $75,000 
check  to  Korea  Exchange  Bank,  New  York  Agency. 


756 


Exhibit  2-d  -  May  22,  19  73  cable  from  Korea 
Exchange  Bank,  New  York  Agency  to  Korea  Exchange 
Bank,  Tokyo  advising  of  credit  of  $75,000  to  Korea 
Exchange  Bank,  Tokyo  account  at  Korea  Exchange  Bank, 
New  York  Agency  "in  favor  of  S.K.  Kim". 

Exhibit  2-e  -  May  22,  19  73,  Korea  Exchange  Bank, 
New  York  Agency  voucher  reflecting  transactions  evidenced 
by  Exhibits  2-a  through  2-d  above. 

Exhibit  3-a  -  The  Bank  of  Tokyo,  Ltd. ,  New  York 
Agency  check  no.  127255,  dated  May  4,  1973,  in  the 
amount  of  $75,000,  to  Korea  Exchange  Bank,  New  York 
Agency  and  "for  account  of  Mr.  S.K.  Kim". 

Exhibit  3-b  -  May  11,  1973  cable  from  Korea 
Exchange  Bank,  New  York  Agency  to  Korea  Exchange  Bank, 
Tokyo,  advising  of  credit  of  $75,000  to  Korea  Exchange 
Bank,  Tokyo  account  at  Korea  Exchange  Bank,  New  York 
Agency  "in  favor  of  S.K.  Kim". 

Exhibit  3-c  -  May  11,  1973  Korea  Exchange  Bank, 
New  York  Agency  voucher  reflecting  transactions  evidenced 
by  Exhibits  3-a  and  3-b  above. 

Exhibit  4-a  -  May  4,  1973  letter  from  Nissho-Iwai 
American  Corporation  to  Korea  Exchange  Bank,  New  York  Agency 
enclosing  sender's  check  no.  29854,  payable  to  the  order  of 
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Korea  Exchange  Bank,  New  York  Agency,  in  the  amount  of 
$75,000  and  requesting  that  said  amount  be  credited  to  the 
account  of  Mr.  S.K.  Kim.     *  * 

Exhibit  4-b  -  May  4,  1973  cable  from  Korea  Exchange 
Bank,  New  York  Agency  to  Korea  Exchange  Bank,  Tokyo  advising 
of  credit  of  $75,0.00  to  Korea  Exchange  Bank,  Tokyo  account 
at  Korea  Exchange  Bank,  New  York  Agency  "in  favor  of 
S.K.  Kim." 

Exhibit  4-c  -  May  4,  1973,  Korea  Exchange  Bank, 
New  York  Agency  voucher  reflecting  transactions  evidenced 
by  Exhibits  4-a  and  4-b  above. 

Exhibit  5-a  -  Page  from  Korea  Exchange  Bank, 
New  York  Agency,  general  ledger  of  its  account  with 
Marine  Midland  Bank,  New  York  reflecting,  among  other 
things,  deposit  on  or  about  January  30,  1973  of  four 
separate  checks  each  in  the  amount  of  $250,000. 

I 

Exhibit  5-b  -  January  30,  1973  Marine  Midland  Bank 
deposit  slip  reflecting  deposits  referred  to  in  Exhibit  5-a 
above . 

Exhibit  5-c  -  Korea  Exchange  Bank,  New  York  Agency 
statement  of  account  with  Marine  Midland  Bank  reflecting 
January  30,  1973  deposit  of  $1,001,651.97  referred  to  in 
Exhibit  5-b  and  January  31,  1973  debit  of  $1,000,000. 
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Exhibit  5-d  -  January  31,  1973,  Korea  Exchange  Bank 
New  York  Agency  voucher  reflecting  deposit  of  $1,000,000 
with  Marine  Midland  Bank  referred  to  in  Exhibits  5-a,  5-b 
and  5-c  above. 

Exhibit  5-e  -  Marine  Midland  Bank  debit  memo 
of  Korea  Exchange  Bank,  New  York  Agency's  account  at 
Marine  Midland  Bank  reflecting  transfer  of  $1,000,000  from 
Korea  Exchange  Bank,  New  York  Agency's  account  at 
Marine  Midland  Bank  to  Chase  Manhattan  Bank,  N.A.,  Tokyo, 
for  credit  of  Korea  Exchange  Bank,  Tokyo. 
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EXHIBIT    5-a 


STArEMUNi  or  OUR  ACCOUNT  (-(ElCj  with 


NAME  Of  A/  C 


DUE  FROM  BANK  ON  DEMAND 


MARMIO     BANK 


DRAWING 


BA212ES0195  NYE-5824 

CHECK#1741 

CH£CK#5240 

CHC  CK#2829 

CHECK#2881 

HS-73-344  NAOAEMUN  8R. 

H$>73-356  357  NAMOAEMUN  BR. 

NAkOAEMUN  BR.    HSV73-352   353 

HS>73-354  NAkOAEMUN  BR. 

MASAN  BR.    HSVT3-355 

SEOSOMUN   BR.    HSv73-358 

HS-73-349  TAEQU  BR. 

NAMOAEMUN  BR.  HSV73-340  341 

HS-73-345  346  347  MASAN  BR. 

NMMUOAEMUN  BR.    HSV73-342   343 

CHOONQMURO  BR.    HSV73-34B 

SEOSOMUN  BR.    HSvT3-3S0 

CH£CK#34557   3250  2041 

CHE  CKI376 

IOC-0486  CHECK#492B 

CHECK  #5014  50U 

CHCCK#50tS 

I0C-054B  CH£CK#5017 

CHEOK#040S80 

CHECK#13$1  L0AN#797 

CHECK|146 

CHECK#215t 

CHECK#1296 

CHECK#1103  L0AN#550 

CHECKI31181 

CHE0K#001517    (MITSUI    BANK) 

BK.OF  TOKYO  •CHECKillliaS 

NISSHO>LWAI    GH£CK#17913 

0  M  B  CHECK#274659 

T/T  #64 

MASAN  BR.    M/T#149 

M/T#U6 

M/T^147 


^012.00 
too  0.00 

iaooo.oo 

1.500X)0 

:iooo.oo 

i|5C130X)0 

Xl|,92  7^i» 

k925i>0 

7a,07i».60 

l£w728/)0 

16.000.00 

6^5*5X0 

6^«9%i)0 

36^995^0 

7910%  6^0 

7.83  o:so 

21.900i)0 
7.18  9.90 
!kOOOjOO 

|7«02  9i)0 

ll.967/)0 

2  9^0 
IOOjOO 

ZSOO^O 

|\72  0jOO 

Z99e.72 

29a0O6^O 

29aooo^o 

29a000i>0 

2901000.00 

91661.09 

6<ii>0 

9  030 

29  8.26 

3  0.90 
10  0.5  0 

1  o.  o  f>  «  on 


x/v/ 
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EXHIBIT    5-c 


#J 


l\  IVIARIIME  MIDL.AIMD  BANK 


blAItMtNI    0^    ACCOUNT    WITH 


INTBKNATlONAk    lANKlNC    DEPAKTHENT 


I 


~] 


KOREA  EXCHANGE  BANK 
NEW  yOKK  ACENCV 
UO  BROADWAY 
»;Y  NY 


loois 


Plea&e  enunnne  oi  once:    It  no  erro<  a  leporfed 
within  fourieen  doyi  o(  nitulmy  or  delivery,  lh« 
account  will  be  contidered  coirect      All  items 
Of©  credited  tubreci  lo  *i"al  payment- 
Should     you    change    youi     uddie!>^.     t*.-     iure 

Pleo&e    reter   lo   the    reverie    MOe    o*    this    ilole- 

ment  (or: 

(    An  e^planaiiun  o*  the  code&  ihown  belovw 
2    Pfofedtirei  lt>r  balancing  yoor  ^latenieni 
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155.  Statement  by  the  President,  dated  September  26, 1978 

EMBARGOED  UNTTT,'- AFTER  BRIEFING  SEPTEMBER  26,  1978 

Office  of  the  White  House  Press  Secretary 

THE  WHITE  HOUSE  ^ 

^  STATEMENT  BY  THE  PRESIDENT 


It  is  important  for  this  Nation's  economic  vitality 
that  both  the  private  sector  and  the  Federal  government 
place  a  higher  priority  on  exports.   I  am  today  announcing 
a  series  of  measures  that  evidences  my  Administration's 
strong  commitment  to  do  so. 

The  large  trade  deficits  the  United  States  has  experienced 
in  recent  years  have  weakened  the  value  of  the  dollar, 
intensified  inflationary  pressures  in  our  own  economy,  and 
heightened  instability  in  the  world  economy.   These  trade 
deficits  have  been  caused  by  a  number  of  factors.   A  major 
cause  has  been  our  excessive  reliance  on  imported  oil. 
We  can  reduce  that  reliance  through  the  passage  of  sound 
energy  legislation  this  year.   Another  factor  is  that  the 
United  States  economy  has  been  growing  at  a  stronger  pace 
in  recent  years  than  the  economies  of  our  major  trading 
partners.   That  has  enabled  us  to  purchase  relatively  more 
foreign  goods  while  our  trading  partners  have  not  been  able 
to  buy  as  much  of  our  exports.  We  will  begin  to  correct 
this  imbalance  as  our  trading  partners  meet  the  commitments 
to  economic  expansion  they  made  at  the  Bonn  Summit. 

The  relatively  slow  growth  of  American  exports  has 
also  been  an  important  factor  in  our  trade  deficit  problem. 
Over  the  past  20  years,  our  exports  have  grown  at  only  half 
the  rate  of  other  industrial  nations  and  the  United  States 
has  been  losing  its  share  of  world  markets.  Until  now, 
both  business  and  government  have  accorded  exports  a  relatively 
low  priority.   These  priorities  must  be  changed. 

The  measures  I  am  announcing  today  consist  of  actions 
this  Administration  has  taken  and  will  take  to: 

(1)  provide  increased  direct  assistance  to  United 
States  exporters; 

•(2)  reduce  domestic  barriers  to  exports;  and 

(3)  reduce  foreign  barriers  to  our  exports  and  secure 
a  fairer  international  trading  system  for  all 
exporters. 

These  actions  are  in  furtherance  of  the  commitment 
I  made  at  the  Bonn  Summit  to  an  improved  United  States 
export  performance. 


DIRECT  ASSISTANCE  TO  UNITED  STATES  EXPORTERS 

1.   Export-Import  Bank.   I  have  consistently  supported 
a  more  effective  and  aggressive  Export-Import  Bank.   During 
the  past  two  years,  my  Administration  has  increased  Eximbank's 
loan  authorization  fivefold  —  from  $700  million  in  FY  1977 
to  $3.6  billion  for  FY  1979.   I  intend  to  ask  Congress  for 
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an  additional  $500  million  in  FY  1980,  bringing  Eximbank'a 
total  loan  authorization  to  $4.1  billion.   These  authorizations 
will  provide  the  Bank  with  the  funds  necessary  to  improve 
its  competitiveness,  in  a  manner  consistent  with  our  inter- 
national obligations,  through  increased  flexibility  in  the 
areas  of  interest  rates,  length  of  loans,  and  the  percentage 
of  a  transaction  it  can  finance.   The  Bank  is  also  moving 
to  simplify  its  fee  schedules  and  to  make  its  programs  more 
accessible  to  smaller  exporters  and  to  agricultural  exporters. 

2.  SBA  Loans  to  Small  Exporters.   The  Small  Business 
Administration  will  channel  up  to  $100  million  of  its  current 
authorization  for  loan  guarantees  to  small  business  exportacs 
to  provide  seed  money  for  their  entry  into  foreign  markets. 
Small  exporting  firms  meeting  SBA's  qualifications  will 

be  eligible  for  loan  guarantees  totalling  up  to  $500,000 
to  meet  needs  for  expanded  production  capacity  and  to  ease 
cash  flow  problems  involving  overseas  sales  or  initial 
marketing  expenses. 

3.  Export  Development  Programs.   I  am  directing  the  Office 
of  Management  and  Budget  to  allocate  an  additional  $20  million 
in  annual  resources  for  export  development  programs  of  the 
Departments  of  Commerce  and  State  to  assist  United  States 
firms,  particularly  small  and  medium-sized  businesses, 

in  marketing  abroad  through: 

a  computerized  information  system  to  provide 
exporters  with  prompt  access  to  international 
marketing  opportunities  abroad  and  to  expose 
American  products  to  foreign  buyers; 

risk  sharing  programs  to  help  associations  and 
small  companies  meet  initial  export  marketing 
costs;  and 

targeted  assistance  to  firms  and  industries  with 
high  export  potential  and  intensified  short-term 
export  campaigns  in  promising  markets. 

4.  Agricultural  Exports.   Agricultural  exports  are  a  vital 
component  of  the  U.S.  trade  balance.   Over  the  past  10  years, 
the  volume  of  U.S.  farm  exports  has  doubled  and  the  dollar 
value  has  nearly  quadrupled.   Trade  in  agricultural  products 
will  contribute  a  net  surplus  of  almost  $13  billion  in 
fiscal  year  1978.   This  strong  performance  is  due  in  part 

to  this  Administration's  multifaceted  agricultural  export 
policy,  which  will  be  strengthened  and  which  includes: 

- —  An  increase  of  almost  $1  billion  (up  from  $750 
million  in  FY  1977  to  $1.7  billion  in  FY  1978) 
in  the  level  of  short-term  export  credits. 

An  increase  of  almost  20J  in  the  level  of  funding 
support  for  a  highly  successful  program  of  coopera- 
tion with  over  60  agricultural  commodity  associations 
in  market  development. 

Efforts  in  the  Multilateral  Trade  Negotiations 

to  link  the  treatment  of  agricultural  and  nonagri- 

cultural  products. 

Opening  trade  offices  in  key  importing  nations 
in  order  to  facilitate  the  development  of  these 
markets. 
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Aggressive  pursuit  of  an  international  wheat 
agreement,  to  ensure  our  producers  a  fair  share 
of  the  expanding  world  market. 

Support  of  legislation  to  provide  intermediate 
export  credit  for  selective  agricultural  exports. 

5.    Tax  Measures.   I  am  hopeful  that  Congress  will  work 
with  the  Administration  to  promptly  resolve  the  tax  problems 
of  Americans  employed  abroad,  many  of  whom  are  directly 
involved  in  export  efforts.   Last  February,  I  proposed  tax 
relief  for  these  citizens  amounting  to  about  $250  million 
a  year.   I  think  this  proposal,  which  Congress  has  not  approved, 
deals  fairly  and,  during  a  time  of  great  budget  stringency, 
responsibly  with  this  problem.   I  remain  ready  to  work  with 
the  Congress  to  resolve  this  issue,  but  I  cannot  support 
proposals  which  run  contrary  to  our  strong  concerns  for 
budget  prudence  and  tax  equity. 

My  Administration's  concern  for  exports  is  matched 
by  our  obligation  to  ensure  that  government-sponsored  export 
incentives  constitute  an  efficient  use  of  the  taxpayers' 
money.   The  DISC  tax  provision  simply  does  not  meet  that 
basic  test.   It  is  a  costly  (over  $1  billion  a  year)  and 
inefficient  incentive  for  exports.   I  continue  to  urge  Congress 
to  phase  DISC  out  or  at  least  make  it  simpler,  less  costly, 
and  more  effective  than  it  is  now,  and  my  Administration 
stands  ready  to  work  with  Congress  toward  that  goal. 


REDUCTION  OF  DOMESTIC  BARRIERS  TO  EXPORTS 

Direct  financial  and  technical  assistance  to  United 
States  firms  should  encourage  them  to  take  advantage  of 
the  increasing  competitiveness  of  our  goods  in  international 
markets.   Equally  important  will  be  the  reduction  of  government- 
imposed  disincentives  and  barriers  which  unnecessarily  inhibit 
our  firms  from  selling  abroad.   We  can  and  will  continue 
to  administer  the  laws  and  policies  affecting  the  inter- 
national business  community  firmly  and  fairly,  but  we  can 
also  discharge  that  responsibility  with  a  greater  sensitivity 
to  the  importance  of  exports  than  has  been  the  case  in  the 
past. 

1.  Export  Consequences  of  Regulations.   I  am  directing 
the  heads  of  all  Executive  departments  and  agencies  to  take 
into  account  and  weigh  as  a  factor,  the  possible  adverse 
effects  on  our  trade  balance  of  their  major  administrative 

and  regulatory  actions  that  have  significant  export  consequences. 
They  will  report  back  on  their  progress  in  identifying  and 
reducing  such  negative  export  effects  where  possible,  consistent 
with  other  legal  and  policy  obligations.   I  will  make  a 
similar  request  of  the  independent  regulatory  agencies. 
In  addition,  the  Council  of  Economic  Advisers  will  consider 
export  consequences  as  part  of  the  Administration's  Regulatory 
Analysis  Program. 

There  may  be  areas,  such  as  the  export  of  products 
which  pose  serious  health  and  safety  risks,  where  new  regula- 
tions are  warranted.   But  through  the  steps  outlined  above, 
I  intend  to  inject  a  greater  awareness  throughout  the  govern- 
ment of  tne  effects  on  exports  of  administrative  and  regulator} 
actions . 

2.  Export  Controls  for  Foreign  Policy  Purposes.   I  am 
directing  the  Departments  of  Commerce,  State,  Defense,  and 
Agriculture  to  take  export  consequences  fully  into  account 

more 
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when  considering  the  use  of  export  controls  for  foreign 
policy  purposes.   Weight  will  be  given  to  whether  the  goods 
in  question  are  also  available  from  countries  other  than 
the  United  States. 

3.    Foreign  Corrupt  Practices  Act.   At  ray  direction,  the 
Justice  Department  will  provide  guidance  to  the  business 
community  concerning  its  enforcement  priorities  under  the 
recently  enacted  foreign  antibribery  statute.   This  statute 
should  not  be  viewed  as  an  impediment  to  the  conduct  of 
legitimate  business  activities  abroad.   I  am  hopeful  that 
American  business  will  not  forego  legitimate  export  oppor- 
tunities because  of  uncertainty  about  the  application  of 
this  statute.   The  guidance  provided  by  the  Justice  Department 
should  be  helpful  in  that  regard. 

1.    Antitrust  Laws.   There  are  instances  in  which  joint 
ventures  and  other  kinds  of  cooperative  arrangements  between 
American  firms  are  necessary  or  desirable  to  improve  our 
export  performance.   The  Justice  Department  has  advised 
that  most  such  foreign  joint  ventures  would  not  violate 
our  antitrust  laws,  and  in  many  instances  would  actually 
strengthen  competition.   This  is  especially  true  for 
one-time  joint  ventures  created  to  participate  in  a  single 
activity,  such  as  a  large  construction  project.   In  fact, 
no  such  joint  conduct  has  been  challenged  under  the  antitrust 
laws  in  over  20  years. 

Nevertheless,  many  businessmen  apparently  are  uncertain 
on  this  point,  and  this  uncertainty  can  be  a  disincentive 
to  exports.   I  have,  therefore,  instructed  the  Justice  Department, 
in  conjunction  with  the  Commerce  Department,  to  clarify  and 
explain  the  scope  of  the  antitrust  laws  in  this  area,  with 
special  emphasis  on  the  kinds  of  joint  ventures  that  are 
unlikely  to  raise  antitrust  problems. 

I  have  also  instructed  the  Justice  Department  to  give 
expedited  treatment  to  requests  by  business  firms  for  guidance 
on  international  antitrust  issues  under  the  Department's 
Business  Review  Program.   Finally,  I  will  appoint  a  business 
advisory  panel  to  work  with  the  National  Commission  for 
the  Review  of  the  Antitrust  Laws. 

5.   Environmental  Reviews.   For  a  number  of  years  the 
export  community  has  faced  the  uncertainty  of  whether  the 
National  Environmental  Policy  Act  (NEPA)  requires  environmental 
impact  statements  for  Federal  export  licenses,  permits  and 
approvals. 

I  will  shortly  sign  an  Executive  Order  which  should 
assist  U.S.  exports  by  eliminating  the  present  uncertainties 
concerning  the  type  of  environmental  reviews  that  will  be 
applicable  and  the  Federal  actions  relating  to  exports  that 
will  be  affected.   The  Order  will  make  the  following  export- 
related  clarifications: 

Environmental  Impact  Statements  will  not  be  required 
for  Federal  export  licenses,  permits,  approvals, 
and  other  export-related  actions  that  have  potential 
environmental  effects  in  foreign  countries. 

Export  licenses  issued  by  the  Departments  of 
Commerce  and  Treasury  will  be  exempt  from  any 
environmental  reviews  required  by  the  Executive 
Order. 
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Abbreviated  environmental  reviews  will  be  required 
only  with  respect  to  (1)  nuclear  reactors,  (2) 
financing  of  products  and  facilities  whose  toxic 
effects  create  serious  public  health  risks,  and 
(3)  certain  Federal  actions  having  a  significant 
adverse  effect  on  the  environment  of  non-participating 
third  countries  or  natural  resources  of  global 
importance. 

Accordingly,  this  Order  will  establish  environmental 
requirements  for  only  a  minor  fraction  (well  below  5%)   of 
the  dollar  volume  of  United  States  exports.   At  the  same 
time,  it  will  provide  procedures  to  define  and  focus  on 
those  exports  which  should  receive  special  scrutiny  because 
of  their  major  environmental  impacts  abroad.   This  Executive 
Order  will  fairly  balance  our  concern  for  the  environment 
with  our  interest  in  promoting  exports. 


REDUCTION  IN  FOREIGN  TRADE  BARRIERS  AND  SUBSIDIES 

We  are  also  taking  important  international  initiatives 
to  improve  U.S.  export  performance.   Trade  restrictions 
imposed  by  other  countries  inhibit  our  ability  to  export. 
Tariff  and  especially  non-tariff  barriers  restrict  our  ability 
to  develop  new  foreign  markets  and  expand  existing  ones. 
We  are  now  working  to  eliminate  or  reduce  these  barriers 
through  the  Multilateral  Trade  Negotiations  in  Geneva. 

United  States  export  performance  is  also  adversely 
affected  by  the  excessive  financial  credits  and  subsidies 
which  some  of  our  trading  partners  offer  to  their  own  exporters, 
One  of  our  major  objectives  in  the  MTN  is  to  negotiate  an 
international  code  restricting  the  use  of  government  subsidies 
for  exports.   In  addition,  I  am  directing  the  Secretary 
of  the  Treasury  to  undertake  immediate  consultations  with 
our  trading  partners  to  expand  the  scope  and  tighten  the 
terms  of  the  existing  International  Arrangement  on  Export 
Credits. 

I  hope  that  our  major  trading  partners  will  see  the 
importance  of  reaching  more  widespread  agreements  on  the 
use  of  export  finance,  to  avoid  a  costly  competition  which 
is  economically  unsound  and  ultimately  self-defeating  for 
all  of  us.  These  international  agreements  are  essential 
to  assure  that  American  exporters  do  not  face  unfair 
competition,  and  this  Administration  intends  to  work  vigorously 
to  secure  them. 


CONCLUSION 

While  these  initiatives  will  assist  private  business 
in  increasing  exports,  our  export  problem  has  been  building 
for  many  years  and  we  cannot  expect  dramatic  improvement 
overnight.   Increasing  our  exports  will  take  time,  and  require 
a  sustained  effort.   Announcement  of  my  Administration's 
export  policy  is  not  the  end  of  our  task,  but  rather  the 
beginning.  To  ensure  that  this  issue  continues  to  receive 
priority  attention,  I  am  asking  Secretary  Kreps ,  in  coordina- 
tion with  officials  from  other  concerned  government  agencies, 
to  direct  the  continuation  of  efforts  to  improve  our  export 
potential  and  performance. 

I  will  shortly  sign  an  Executive  Order  to  reconstitute 
a  more  broadly-based  President's  Export  Council  to  bring 
a  continuous  flow  of  fresh  ideas  into  our  government  policy- 
making process.   I  expect  this  Council  to  report  to  me  annually 
through  the  Secretary  of  Commerce. 
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Increasing  U.S.  exports  is  a  major  challenge  —  for 
business,  for  labor,  and  for  government.   Better  export 
perfornance  by  the  United  States  would  spur  growth  in  the 
economy.   It  would  create  jobs.   It  would  strengthen  the 
dollar  and  fight  inflation. 

There  are  no  short-term,  easy  solutions.   But  the  actions 
I  am  announcing  today  reflect  my  Administration's  determination 
to  give  the  United  States  trade  deficit  the  high-level, 
sustained  attention  it  deserves.   They  are  the  first  step 
in  a  long-term  effort  to  strengthen  this  Nation's  export 
position  in  world  trade. 
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156.  Testimony  of  B.  R.  Dorsey,  Gulf  Oil  Corp.,  before  the  Subcommitte  on 
Multinational  Corporations  of  the  Senate  Committee  on  Foreign  Relations, 
May  16,  1975 

TESTIMONY  OF  B.  R.  DORSEY,  CHAIRMAN  OP  THE  BOARD,  GULF 
OIL  CORP.,  ACCOMPANIED  BY  FRANK  L.  SEAMANS,  ATTORNEY 
AT  LAW,  AND  MERLE  E.  MINKS,  GENERAL  COUNSEL,  GULF  OIL 
CORP. 

Mr.  Dorset.  I  do. 

Senator  Church.  Mr.  Levinson,  our  chief  counsel,  will  commence 
with  questions. 

Mr.  Seamans.  Mr.  Levinson,  Mr.  Dorsey  does  have  a  short  statement 
he  would  like  to  make,  if  you  please. 

Senator  Church.  Very  well. 

Mr.  DoRSEY.  Mr.  Chairman  and  Senators 

Mr.  Levinson.  Do  you  liave  copies  of  your  statement  ? . 

Mr.  Dorset.  Yes. 

Senator  Church.  Before  you  l^egin  with  the  statement,  may  we  have 
copies? 

^^r.  Dorset.  Mr.  Chairman  and  Senators,  I  wish  to  make  a  state- 
ment which  I  helieve  will  chirify  a  number  of  the  questions  in  your 
minds  and  assist  you  in  t]\&  conduct  of  your  inquiry.  With  your 
permission,  I  sliould  also  like  to  set  forth  my  views  as  to  the  leorislative 
action  which  the,  Con.^rress  may  wish  to  consider  as  a  result  of  vour 
findiufifs.  Before  I  deal  with  certain  substantive  aspects  of  what  I 
undei-stand  to  be  the  nnrametei-s  of  your  study,  I  have  some  pre  factory 
ol)servations  which  I  believe  are  relevant  to  this  hearing. 
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CONTIUBUnONS  TO  TIIE  PRESIDENTIAL  CAMPAIGN" 

In  July  of  1973,  tlie  then  Special  Watergate  Prosecutor,  Mr.  Archi- 
bald Cox,  called  upon  all  companies  which  had  made  illegal  contribu- 
tions in  connection  with  the  11)72  U.S.  Presidential  campaign  to  come 
forward  in  their  own  and  the  public's  interest  and  to  disclose  such 
contributions.  Just  about  the  time  of  Mr.  Cox's  statement,  I  learned, 
for  the  first  time,  that  our  then  Washington  Vice  President  had  made 
certain  contributions  to  the  Committee  to  Ive-Elect  the  President.  I 
issued  instructions  that  these  be  reported  to  the  Special  Prosecutor 
and  that  full  cooperation  be  accorded  to  him.  At  the  same  time,  I 
directed  that  such  contributions  be  publicly  disclosed. 

SPECIAL   MEETING    OF   THE   BOARD    OF   DIRECTORS 

On  August  1, 1973,  a  special  meeting  of  the  board  of  directors  of  the 
company  was  convened  to  consider  the  contributions  which  had  been 
made.  At  that  meeting  the  board  of  directora  directed  the  outside 
law  firm  of  Eckert,  Seamans,  Cherin  and  Mellott  to  investigate  the 
facts  surrounding  those  contributions  and  to  report  its  findings  to  the 
boaixl.  As  this  investigation  continued,  it  became  apparent  that  more 
was  involved  than  simply  the  contributions  made  to  the  1972  Presi- 
dential campaign.  As  a  result  of  the  investigation,  the  board  of  direc- 
tors of  the  company  was  subsequently  advised  that  during  the  period 
of  1960  to  July  1973,  approximately  $10.3  million  of  corporate  funds 
had  been  used  for  various  political  contributions  or  related  political 
purposes,  of  which  a2)proximately  $5  million  were  used  abroad. 

I  should  like  to  note  that  my  fellow  directors  at  Gulf  and  I  have 
been  agonizing  about  this  problem  since  the  initial  disclosure  in  1973. 
In  my  more  than  30  years  with  the  company,  I  know  of  no  issue  or 
circumstance  that  has  caused  us  more  grief,  concern,  and  remorse  than 
has  the  matter  of  these  contributions.  I  can  assure  you  we  take  this 
problem  most  seriously  and  we  share  the  deep  concern  of  our  share- 
holders and  the  public.  Since  the  summer  of  1973,  our  directors  have 
sought  a  constructive  solution  to  this  problem  which  would  redound  to 
the  best  interests  of  the  company,  its  shareholders,  and  the  country 
itself. 

INVESTIGATIONS  OF  GULf's  ACTIVITIES 

From  the  time  of  the  initial  disclosure  in  July  of  1973,  we  have 
become  involved  in  a  number  and  variety  of  investigations.  We  have 
been,  or  are  being,  investigated  by  the  Special  Prosecutor's  office,  the 
Securities  and  Exchange  Commission,  the  Internal  Revenue  Service, 
the  Eckert,  Seamans  firm,  a  special  review  committee,  and  by  this 
Senate  committee.  In  addition,  third  party  lawsuits  have  been  filed  and 
are  currently  pending. 

While  all  of  Gulf's  activities  in  the  area  of  contributions  are  being, 
studied,  I  will  address  myself  today  to  the  approximately  $5  million 
which  we  distributed  overseas,  and  which  is  the  particular  interest 
of  this  committee. 

I  appeared  and  gave  sworn  testimony  to  the  Securities  and  Ex- 
change Commission  on  February  28,  and  to  an  executive  session  of 
this  committee  on  April  18.  At  each  appearance  I  made  an  urgent 
plea  that  I  not  be  i-equircd  to  disclose  the  names  of  the  country  or 
countries  to  which  contributions  had  been  sent.  You  will  recall  that, 
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in  this  committee,  we  discussed  iit  ftreat  len^tli  the  question  of  $4 
million  in  contributions  in  one  particular  country.  I  pointed  out  thot 
we  had  hundreds  of  millions  of  dollars  invested  in  that  country;  that 
the  country  and  its  leaders  were  allies  of  the  United  States  and  that 
the  })olitical  party  to  whom  we  had  made  the  coiitributions  was  still 
ill  power. 

ASSUKANCES  OF  CONFIDENTrALVrY  liY  THK  SEC 

I  wish  to  ])oint  out  that  the  record  of  my  testimony  before  the 
Securities  and  Exchange  Commission  on  page  4 — at  the  very  beginning 
of  the  i)roceedings — quotes  the  interrogator  as  follows — and  I  quote: 

At  this  point  in  the  proceedings  I  would  Wke  to  make  a  statement  for  the 
record  tliat  the  reporter  and  both  of  the  Securities  and  Exchange  Commission 
staff  members  are  sworn  to  rules  of  confidentiality  of  tliis  matter  and  that  all 
l)arties  understand  the  imjjort  of  this. 

End  of  quote. 

I  had  similar  assurances  with  respect  to  the  confidentiality  of  the 
executive  session  of  this  committee  on  April  18  and  I  was' advised 
that  an  executive  session  is  ])recisely  that,  and  that  only  in  the  event 
tliere  were  any  subsequent  public  hearings  would  my  testimony  be 
public. 

THE   W^ALL   STREET   JOURNAL   STORY   OF   MAY    2,    197  5 

Notwithstanding  these  assurances,  given  by  two  distinguished 
branches  of  the  Govermnent  of  the  TTnited  States,  the  Wall  Street 
Journal  of  May  2 — (^xactly  ii  weeks  after  I  testified  before  this  com- 
mittee, and  8  Aveeks  after  1  testified  before  the  Securities  and  Exchange 
Commission,  quoted  from  my  SEC  lestimony  in  precise  detail.  The 
Wall  Street  Journal  was  not  merely  told  of  this  confidential  testi- 
mony, but  actmilly  had  access  to  a  trai^sci-ipt,  because  an  erior  in  the 
Securities  and  Exchange  Commission  transcrij)t  where  I  had  said 
several  hundred  million  dollars,  and  wheie  I  was  incorrectly  quoted 
ns  havinir  said  $700  million,  appears  in  the  Wall  Street  Journal  na 
$700  million. 

Senator  Church.  May  I  just  interrupt  at  this  point,  Mr.  Dorsey, 
so  that  everyone  understands. 

gulf's  TESTIMONY  IN  EXEf'UTU'E  SESSION  BEFORE  THE  SUBC0IM1VHTTEE 

You  had  an  executive  session  before  this  subcommittee,  and  although 
I  liave  not  read  further  in  your  statement,  I  think  it  is  time  we  asked 
the  question.  You  are  not  chai'trinir  that  anythin<r  that  transpired  in 
our  subcommittee  or  the  transcript  of  the  proceedings  in  our  subcom- 
mittee were  cnri-ied  in  the  7)ress  or  thnt  there  was  any  breach  of  faith 
where  onr  subcommittee  is  concerned? 

IVfr.  Dorsey.  Mr.  (^hairman,  I  am  simply  reciting  the  facts. 

Senator  Church.  The  facts  as  you  have  recited  them  have  to  do 
with  testimojiy  that  was  aiven  before  the  Securities  and  Exchange 
Commission  Avhich  later  appeared  in  the  press,  is  that  correct? 

i\rr.  Dorsey.  Yes. 

Senator  Church.  Very  well. 
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DISREGARD  FOR  CONFIDENTIALITY 


Mr,  DoRSKY.  Tliis  callous  disregard  of  confidentiality  has  placed 
my  company  in  an  untenable  situation  in  almost  70  countries  around 
the  world.  The  Wall  Street  Journal  speculated  as  to  "\vhere  Gulf 
niiijht  have  investments  of  $700  million  and  the  consequences  of  these 
irresponsible  inferences  have  been  disastrous  to  the  company  and, 
1  believe,  seriously  detrimental  to  our  Nation,  Venezuela  un^lertook 
a  congressional  investigation  and  threatened  to  shut  us  down  if  wo 
did  not  exonerate  tliein  within  48  hours. 

1  might  add  in  Venezuela  we  were  in  the  middle  of  some  extremely 
sensitive  negotiations  trying  to  recover  whatever  we  can  out  of 
nationalization  in  that  country. 

Ecuador  similarly  launched  a  massive  investigation  to  determine 
if  any  of  her  officials  had  been  the  recipients  of  money  from  Gulf. 

Peru  has  expropriated  our  assets.  Our  managers  and  partners  all 
over  tlie  world  have  told  ns  that  their  ])ositions  have  been  severely 
prejudiced  and  that  our  very  status  could  be  threatened.  We  must,  of 
coui-se,  accept  our  full  share  of  responsibility  for  this  situation,  out 
tlie  broach  of  confidence  by  someone  in  the  U.S.  Government,  pending 
a  comprehensive  report  which  would  put  the  entire  matter  in  full 
I^rspective,  has  gravely  exacerbated  the  problems. 

THE  REVIEW   COMMITl'EE 

As  you  know,  w^e  had  stipulated  with  the  Securities  and  Exchange 
Commission  and  with  Judge  Sirica  in  the  District  Court  here  in  Wash- 
ington to  appoint  a  review  committee  to  be  comprised  of  two  outside 
directors  of  Gulf,  Messrs.  Nathan  Pearson  and  Beverley  Matthews, 
and  to  designate  as  chairman,  Mr.  John  McCloy,  who  has  a  long  and 
distinguished  record  in  public  service.  The  composition  of  this  com- 
mittee, as  I  have  noted,  was  approved  by  the  SEC.  That  committee 
has  the  responsibility  to  undertake  a  full  review  of  the  investiga- 
tion made  on  behalf  of  the  company  into  the  use  of  corporate  funds 
for  j)olitical  activity  and  to  undertake  such  other  and  further  in- 
vestigation as  the  committee  may  deem  essential  or  necessary  in  order 
to  ren  dcr  a  compl  ete  report. 

The  review  committee  has  employed  independent  counsel  and  inde- 
pendent accountants  to  assist  and  advise  it.  The  committee  has  been 
organized,  fully  staffed  and  has  been  actively  engaged  in  carrying 
out  its  assignment.  T  have  repeatedly  pointed  out  that  since  the  full 
report  of  the  committee  would  be  presented  to  the  SEC,  the  court, 
the  board  of  directors  and  your  committee,  that  any  one  of  these 
agencies  or  bodies — as  well  as  the  review  committee  itself — could 
jnake  it  public,  and  undoubtedly  will. 

Under  the  circumstances,  I  had  no  alternative  but  to  decline  to 
respond  to  inquiries  from  the  press,  or  even  from  shareholders,  not- 
withstanding the  zeal  and  persistence  of  some  very  determined  re- 
porters, because  I  was  instructed  that  my  doing  so  would  be  prej- 
udicial to  the  Avork  of  the  review  committee. 
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THE  CON  SEQUENCES  OP  DISCLOSURE 


Gentlemen,  the  consequciices  of  the  publication  of  a  confidential 
examination  by  an  official  body  of  our  Government  has  forced  me 
to  make  an  imtimely  disclosure  about  our  foreiOTi  contributions. 

I  will  make  this  disclosure  not  without  trepidation.  I  do  so  with 
apologies  to  Mr.  McCloy  and  his  committee  for  preempting  their 
in\estigation  and  discussing,  at  this  time,  a  significant  aspect  of  their 
work. 

But  I  have  no  choice. 

There  are  approximately  70  countries  in  which  we  do  business.  In 
fairness  to  them — and  in  order  to  put  an  end  to  additional  destruc- 
tive speculation — I  requested  that  the  foreign  phase  of  the  ongoing 
investigation  be  accelerated.  I  will  be  completely  candid  with  you. 

CX)NTRIBUTIONS  TO  REPUBLIC  OF  KOREA 

Initially,  I  will  address  myself  to  the  $4  million  in  political  contri- 
butions with  respect  to  which  I  testified  during  my  appearance  before 
you  in  executive  session  on  April  18.  The  recipient  of  those  contri- 
nutions  was  the  Democratic  Eepublican  Party  of  the  Eepublic  of 
Korea. 

CIRCUMSTANCES  OF  CONTRIBUTIONS 

Before  I  detail  the  circumstances  and  amounts  of  these  remittances, 
there  are  certain  observations  which  I  feel  must  be  made  and  placed 
upon  this  record  and  before  the  American  people. 

There  is  no  universal  ethical  absolute. 

In  the  course  of  your  responsibilities  as  U.S.  Senators,  most  of  you 
have  traveled  all  around  the  world.  You  laiow  that  mores,  customs, 
standards,  values,  ])rinciple.s,  and  attitudes  vary  all  over  the  world.' 
A\niat  is  immoral  to  some,  is  perfectly  correct  to  others.  "What  is  oner- 
ous to  one  culture,  may  be  perfectly  proper  and  decent  to  another. 
What  is  unacceptable  in  one  society,  may  be  the  norm  in  another. 

One  truth  is  uniform.  The  United  States  neither  exists  nor  grew 
to  its  position  of  stren^rth  by  building  a  wall  around  its  borders  and 
isolating  itself  from  the  rest  of  the  world.  We  depend  upon  other 
nations  for  raw  materials  and  for  markets.  Both  of  these  are  es- 
sential to  the  employment,  prosperity,  progress,  and  growth  of  our 
country.  Numerous  American  companies  operate  in  many  foreign 
countries.  "We  not  only  fimction  in  these  countries  through  the  suf- 
ference  of  the  respective  leaderships,  but  we  are  in  constant  competi- 
tion with  other  technological  powei-s  who  seek  these  same  resources 
and  markets. 

And  we  are  sometimes  subject — as  we  were  in  the  case  of  the  Re- 
public of  Korea — to  political  pressures  which  we  cannot  always  suc- 
cessfully resist.  These  pressures  were  even  more  intense  than  those  to 
which  many  American  corj^orations  were  subiected  in  the  traumatic 
and  scarring  1072  American  Presidential  election. 

From  the  vantage  of  hindsight,  and  sitting  as  I  am  in  the  witness 
chair,  I  seriously  question  whether  my  judgment  as  to  these  contribu- 
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tioiiB  was  sound  or  correct.  I  felt  at  the  time,  and  under  the  pressure 

applied  that  I  had  taken  the  riglit  course  in  order  to  preserve  our  in- 

.v<*tmeut  and  our  shareliolders'  interests.  But  irrespective  of  the  pro- 

f  priety  of  my  action,  what  is  done  is  done.  And  there  remains  nothing 

•that  I  can  now  do  other  than  to  report  to  you  and  to  the  American 

•.people  exactly  what  was  done  and  how  anc^  why  it  was  done. 

^    The  responsibility  is  mine  and  I  accept  it.  I  regret  that  these  de- 

-fifiions  have  brou<rht  pain  to  the  distinguished  board  of  directors  with 

-whom  I  am  privileged  to  serve;  embarrassment  to  the  stockholders  of 

Imy  company  for  wliom  I  am  proud  to  w^ork,  and  anguish  to  the  many 

j  people  whom  we  employ  and  with  whom  we  do  business  all  around 

■.t!ie  world.  This  is  a  sorrowful  chapter  in  Gulf's  long  and  otherwise 

^productive  and  constructive  history  of  achievement. 

y.  TIIE    14    iriLLION    CONTRIBUTION    TO   THE   REPUBLIC    OF   KOREA 

^J'^VLet  iLS  return,  now,  to  the  $4  million  in  political  contributions  which 

•;Wcre  made  to  the  Democratic  Kcpublican  Party  of  the  Republic  of 

/Koreu.  That  amount  lepresented  two  separate  political  contributions, 

eacli  in  connection  with  a  forthcomiiig  national  election.  The  first 

contribution  was  in  1966,  in  the  amount 'of  $1  million  and  the  second, 

ill  1970,  in  the  amount  of  $8  million. 

"  As  3'ou  all  loiow,  following  the  Korean  conflict,  the  Republic  of 
.Korea  went  through  a  period  of  economic  and  political  strife.  This 
'Btrugglo  was  still  continuing  when  Gulf  was  asked  to  participate  in 
irt he  ownership  of  a  substantial  industrial  facility  in  Korea,  whicli  rep- 
rPeeented  the  largest  foreign  private  investment  in  that  country, 
f.  This  came  about  with  the  encouragement  of  the  U.S.  Government. 
jKorea  was  given  assistance  through  AID  loans,  to  participate  in  joint 
Iventures  with  Gulf,  and  our  Governm.ent,  through  OPIC,  provided 
•insurance  for  our  investments  in  Korea  in  order  to  further  encourage 
^qur  participation. 

U  At  the  same  time,  the  U.S.  Government  had  urged  that  Korea  fully 
';iBBtablish  itself  as  a  democratic  society  by  holding  national  elections 
ffflmilar  to  the  election  process  in  this  country.  Fac^d  with  a  multi- 
Jparty  political  system,  the  Koreans  either  quickly  recognized,  or  took 
fad  vantage  of  the  need  to  raise  substantial  funds  in  order  to  conduct 
Jnational  elections.  The  leaders  of  the  governing  political  party  in 
^iSouth  Korea  determined  tliat  this  could  be  accomplished  by  exerting 
f*Bevero  pressure  for  campaign  contributions,  on  foreign  companies 
fpperating  there. 

I4  It  was  this  background  that  gave  rise  to  the  demand,  in  1966,  that 
?&ie  company  make  a  substantial  contribution  to  the  campaign  of  the 
^'Democratic  Republican  Party,  which  was  then  and  still  is  the  ruling 
Iparty  in  South  Korea.  Our  investigation  indicates  that  the  demand 
liras  made  by  high  party  officials  and  was  accompanied  by  pressui*e 
v^vhich  left  little  to  the  imagination  as  to  what  would  occur  if  the  com- 
^fpany  would  choose  to  turn  its  back  on  the  request.  At  that  time  the 
'^company  had  already  made  a  huge  investment  in  Korea.  We  were  ex- 
fpanding  and  were  faced  with  a  myriad  of  problems  which  often  con- 
j-front  American  corporations  in  foreign  countries.  I  carefully  weighed 
^the  demand  fcJr  a  contribution  in  that  light,  and  my  decision  to  make 
tlie  contribution  of  $1  million  was  based  upon  what  I  sincerely  con- 
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siflerod  to  ])e  in  the  best  interests  of  tlie  company  and  its  sliareholders. 

In  connection  ^viltll  tlic  1971  national  election,  the  pressure  for  a 
political  contribution  intensified  considerably.  Officials  of  the  Demo- 
ci'jilic  liepublican  l^arty  insisted  that  the  company  contribute  $10 
million.  'J'liis  request  avjis  transmitted  to  the  company's  area  manager 
in  Korea  by  Mr.  S.  K.  Kim,  who  was  financial  chairman  of  the  Demo- 
cratic Republican  Party,  as  he  had  been  in  1966.  I  was  advised  in 
Pittsburgh  of  the  request.  A  short  while  thereafter  T  had  occasion  to 
be  in  Korea  and  witnessed,  first  hand,  the  pressure  being  exerted  by 
officials  of  the  Democratic  Republican  Party.  At  that  time  I  had 
lieat-ed  discussions  with  officials  of  the  party  and  flatly  rejected  both 
the  intensity  of  tlie  pressure  being  applied,  and  the  amount  demanded. 
Jn  response  to  mv  ])osition,  the  $10  million  request  was  subsequently 
changed  to  $3  million,  to  which  I  acquiesced,  believing  that  the  con- 
tribution would  be  in  the  best  interest  of  the  company. 

Although  each  of  the  contributions  came  from  company  funds  in 
the  United  States,  the  transfers  were  recorded  as  an  advance  to 
Bahamas  Exploration  Co.  Ltd.,  where  they  reflected  on  the  books  and 
records  of  Bahamas  Exploration  Co.,  as  an  expense. 

* 

'.,  VIOLATION    OF   KOREAN   STATUTE 

T  would  like  to  make  it  clear,  that  insofar  as  I  w^as  concerned,  both 
payments  to  the  Democratic  Republican  Party  of  the  Republic  of 
Korea  represented  political  contributions  to  that  party.  To  my  knowl- 
edge the  com])any  nev^r  asked  for  nor  received  anything  in  return 
for  the  contributions  except,  perhaps,  the  unfettered  riglit  to  con- 
tiinie  in  business.  I  believed,  at  the  time,  that  such  contributions 
were  both  ])roper  and  legal  under  both  American  and  Korean  law.  I 
liave  recently  been  advised  that  they  were,  in  fact,  in  violation  of  a 
Korean  statute. 

OTHER    TRANSACTIONS    INVOLVING   KOREA 

In  addition  to  the  contributions  which  I  have  just  desci'ibed,  there 
wert^  several  other  ti-ansactions  involv^ig  Koi^a  which  reccntiv  came 
to  light  and  which  the  review  committee  is  investigating.  There  is 
every  indication  that  these  transactions  do  not  even  remotely  approach 
the  magnitude  of  $-1:  million,  and  may  ultimately  be  determined*  to 
be  finids  paid  in  coimection  with  perfectly  proper  and  lawful  com- 
meicial  ti-ansactions. 

In  addition,  we  I'ecently  became  aware  of  a  small  amount  of  funds 
that  was  kept  in  a  special  account  in  Korea  during  the  years  1972 
through  1974.  These  funds  represented  amounts  paid,  under  a  common 
jn-acticc  of  bank's  in  Korea,  as  additional  interest  for  the  deposits 
in  these  banks.  Since  the  banks  do  not  reflect  these  payments  on  their 
l>ooks,  they  require  the  I'ccipients  likewise  not  to  do  so.  Rather  than 
foi-go  the  payments,  the  company  personnel  in  Korea  apparently 
maintained  the,  funds  in  a  special  off-balance  sheet,  but  fully  docu- 
mented account.  These  funds  were  used,  from  time  to  time,  for  pay- 
ment to  off-duty  police  to  provide  needed  security  for  the  company's 
facilities,  and  for  other  purposes.  This  fund  will  be  likewise  the 
subject  of  investigation  by  the  review  committee. 

Now,  as  to  additional  foreign  contributions. 
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J-^^y*;t':  BOLIVIAN   CONTRIBUTIONS 

^'  There  were  tliiee  instances  of  political  contributions  made  in  Bo« 
livia.  The  fii-st  such  involved  the  lease  and  subsequent  purchase  of 
a  lielicopter  for  the  late  General  Rene  Barrientos^  who  became  Presi- 
dent of  Bolivia  in  1966.  During  that  year,  and  while  General  l^arrien- 
t€8  was  campaigning  for  the  Presidency,  the  company  was  urged  to 
mjtke  a  helicopter  available  for  his  use  and  the  lease  payments  during 
lA  8)ioi't  period  of  time  were  paid  for  by  the  company.  When  the  lease 
^expired,  General  Barrientos,  who  in  the  meantime  had  been  elected 
to  tJie  Presidency  of  Bolivia,  insisted  on  the  continued  use  of  the  ' 
helicoptftr.  In  response  to  continuing  pressure,  we  worked  out  on 
arrwigement  with  the  manufacturer  of  the  helicopter  whereby  it  was 
purciiased  for  General  Barrientos.  The  amount  involved,  both  with 
respect  to  the  lease  payments  and  the  purchase  price,  was  approxi- 
ruAtoly  $110,000.  This  payment  was  made  from  checks  drawn  on  a 
^nk  account  maintained  by  Bahamas  Exploration  Co. 
.  V  There  are  two  other  instances  whereb^y,  following  a  demand  by  Gen- 
eral Barrientos,  corporate  funds  were  given  to  members  of  his  political 
party.  I  do  not  have  precise  details  regarding  these  payments,  and  the 
matter  currently  is  being  investigated  by  the  review  committee.  How- 
ever, it  seems  that  the  first  payment  was  in  the  apparent  amount  of 
$1^,000  and  the  second  payment  was  $110,000.  At  this  stage  of  the 
investigation,  I  am  unable  to  repoil  to  you  the  circumstances  giving 
rise  to  this  transfer,  but  I  am  confident  that  details  will  be  fortlicom- 
iiig.  As  in  the  case  of  the  payments  made  to  Korea,  each  of  these  pay- 
ments was  recorded  as  an  advance  to  Bahamas  Exploration  Co.  and 
reflected  on  the  books  and  records  of  that  subsidiary  as  an  expense, 

FUNDS  FOR  TIIE  PUBLIC   EDUCATION  PROGRAAI  RE  ARAB/iSRAELI  DISPUTES 

.  A  further  charge  in  the  amount  of  $50,000  also  appears  in  the  books 
and  records  of  Bahamas  Exploration  Co.  in  1970.  Here  again,  the 
payment  is  being  investigated  by  the  review  committee,  but  it  appears 
that  the  amount  was  made  available  through  the  First  National  City 
.Bank,  Beirut,  T^ebanon,  for  the  purpose  of  lielping  to  defray  the  ex- 
'penses  of  a  public  education  program  endeavoring  to  bring  about  a 
better  understanding  in  America  of  the  Arab-Israeli  conflict. 


FUNDS   INVOLVING   ITALY 


•  ;  Beyond  what  I  have  attempted  to  describe  in  some  detail,  I  would 
Salso  like  to  ])oint  out  that  in  early  1975,  and  as  a  result  of  the  imple- 
i  mentation  of  stricter  controls  and  procedures  adopted  by  the  company, 
lour  independent  certified  public  accountants  disclosed  certain  areas 
i^of  inquiry  which  may  indicate  further  use  of  corporate  funds  for  po- 
litical purposes  abroad.  Since  that  disclosure,  the  review  committee 
'  and  the  company  have  been  actively  engaged  in  an  investigation  of  the 
^'matters  to  determine  whether  or  not  there  was.  any  impropriety.  I 
[would  hope  that  this  committee  would  bear  witVus  while  this  investi- 
Igation  is  continuing  so  that  reliable  information. can  be  offered  to  you 
Irather  than  to  engage  in  speculation.  I  will  say  that  some  of  these 
^expenditures  involve  Italy.- However,  I  do  respectfully  request  that  in 
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all  fairness,  the  investigation  should  be  permitted  to  proceed  so  that 
reliable  information  can  be  obtained,  and  informal  judgments  reached, 
rather  than  to  engage  in  premature  conjecture  at  this  time. 

THE  BAIIA^IAS  EXPLORATION   CO. 

Gentlemen,  you  have  heard  much  about  the  Bahamas  Exploration 
Co.  I  wish  to  emphasize  that  none  of  the  members  of  the  Gulf  boai-d 
had  any  knowledge  that  it  was  used  to  transmit  political  contribu- 
tions and  i-elated  expenses.  The  board  first  learned  about  it  sometime 
after  July  1973,  ancl  I  will  now  tell  you  wliat  that  is  about  and  how 
it  worked. 

Bahamas  Exploration  Co.  was  incorporated  in  1944  and  was  orga- 
nized to  acquire  exploration  licenses  in  that  area  of  the  world.  Al- 
though it  was  determined  later  that  there  was  little  expectation  of 
finding  crude  oil  in  the  Bahamas,  the  company  continued  to  hold  the 
exploration  licenses. 

Our  investigation  discloses  that  starting  in  1960,  Bahamas  Explora- 
tion Co.  was  used — for  bookkeeping  and  accounting  purposes — ^to 
transfer  funds  for  use  as  contributions,  gifts,  entertainment,  and 
other  expenses  in  the  United  States.  The  funds  were  transmitted  to 
a  bank  account  established  in  the  name  of  Bahamas  Exploration  in 
Nassau,  Bahamas.  The  total  amount  of  funds  deposited  from  1960 
through  December  31, 1972,  was  $5,201,798.96. 

The  funds  transmitted  to  Bahamas  Exploration  were  deposited  in 
the  bank  account  and  entered  as  deferred  charge  which  was  written 
off  as  expenses  during  the  current  year.  The  transfers,  which  initially 
were  in  the  form  of  intercompany  advances,  were  treated  as  capital 
contributions  to  Bahamas  Exploration  by  Gulf. 

PAYMENTS   FOR  HELICOPTER 

With  the  exception  of  approximately  $110,000,  it  appeare  that  all 
of  the  money  deposited  in  and  withdrawn  from  the  Nassau  bank 
account  during  this  entire  period  was  used  in  the  United  States.  This 
$110,000  w^as  withdrawn  by  four  checks  made  payable  to  Fairchild 
Ililler  Corp.,  for  the  lease  and  purchase  of  the  helicopter  of  which 
I  told  you  earlier. 

Except  for  the  helicopter,  the  funds  which  were  used  for  contribu- 
tions, gifts,  entertainment  or  other  expenses  abroad  were  recorded  on 
Bahamas  Exploration's  books  merely  for  accounting  purposevS.  The 
moneys  were  never  deposited  in  the  Nassau  bank.  Again,  the  foreign 
transfers  were  treated  as  an  advance,  reflected  as  deferred  charges  and 
exi>enses  on  Bahamas  Exploration's  records  and  treated  as  capital 
contributions  by  Gulf. 

TlIE  REPORT  OF  THE   SPECIAL  REVIEW   COMMITTEE 

Mr.  Chairman  and  Senatoi's,  the  special  review  committee  has  under- 
taken to  file  with  the  Securities  and  Exchange  Commission  and  the 
court,  a  full  report  and  it  will  be  made  available  immediately  upon  its 
completion.  The  report,  we  expect,  will  fill  in  the  gaps  and  complete 
the  inquiry.  We  ask  that  you  bear  with  us  until  it  is  available. 
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f^  You  have  our  complete  assurance  that  every  effort  is  being  inade  to 
Ipreveiit  any  recurrences  of  these  activities.  We  are  taking  very  strin- 
igent  measures — all  possible  steps — to  assure  that  this  will  never  hap- 
jpen  again.  The  harsli  lessons  we  have  learned  are  indelibly  etched  ni 
oar  minds.  They  will  fortify  our  determination  and  commitment. 
iS'liis  is  the  ultimate  control. 

^«^  .V-  RECOMMENDATIONS  FOR  LEGISLATION 

S  But  you  can  help  us,  and  many  other  multinational  companies  which 
tre  confronted  with  this  problem,  by  enacting  legislation  which  would 
^outlaw  any  foreign  contribution  by  an  American  company.  Sucli  a 
!p(atute  on  our  books  would  make  it  easier  to  resist  the  very  intense  pres- 
'eares  which  are  placed  upon  us  from  time  to  time.  If  we  could  cite  our 
liw  which  says  that  we  just  may  not  do  it,  we  would  be  in  a  better 
position  to  resist  these  pressures  and  to  refuse  the  requests. 
|K*  Gulf  has  been  an  important  factor  in  the  economy  of  our  country 
through  its  operations,  both  here  and  abroad.  Our  morale,  our  vigor, 
■  and  our  very  future,  as  a  significant  force  in  the  American  business 
toinmnnity,  will  in  large  measure  rest  upon  a  constructive  and  under- 
standing ti-eatment  of  this  problem. 

\  I  thank  you  for  your  patience  and  courtesy  today.  The  officers  and 
Biore  than  50,000  employees  of  Gulf  have  gone  through  a  very  searing 
and  bitter  experience.  Our  directors  are  determined  that  we  will  never 
suffer  this  trauma  again  and  we  look  to  you  for  leadership  and  legisla- 
tive support. 
^.^ Thank  you  very  much. 

S   '  THE  PURPOSE   OF  THE   SUBCOMMITTEE'S   INVESTIGATION 
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'Senator  Church.  Mr.  Dorsey,  this  has  been  a  dismal  story  you  have 
told.  You  know  it;  we  know  it.  But  I  think  you  have  done  the  right 
thing  in  coming  before  this  committee  and  making  the  kind  of  forth- 
right disclosure  that  you  have  made  this  morning. 
1  Wlien  this  matter  first  surfaced  as  a  result  of  the  investigation  of 
^e  Securities  and  Exchange  Commission,  and  the  focus  that  has  since 
j«sulted  in  the  press,  it  made  it  imperative,  I  believe,  that  you  bring 
to  this  committee,  as  you  have  this  morning,  the  full  and  particular- 
ized disclosures  that  you  have  made,  and  for  that  I  commend  you. 
;;|  As  you  have  rightly  observed,  the  purpose  of  this  investigation  is 
'to  determine  if  the  Government  of  the  United  States  can  help  in  the 
^future  to  bring  an  end  to  practices  of  this  kind.  That  is  the  reason 
I  why  we  have  undertaken  this  inquiry  and  that  is  the  purpose  we  hope 
^  to  serve." 

I    I  will  have  questions,  other  members  of  the  committee  will  have 
^questions:; 

I  When  this  hearing  got  underway  earlier  this  morning  neither  Sena- 
^tor  Symington  nor  Senator  Percy  were  here.  Before  we  go  to  the  ques- 
ftions  it  may  be  that  they  will  have  some  preliminary  remarks  they 
Nieould  like  to  make.  Senator  Percy  has  so  indicated. 
I  Senator  Symington,  do  you  have  any  comment  you  would  like  to 
■piake  at  this  time? 

^    Senator  Symington.  Not  at  this  time,  Mr.  Chairman,  thank  you. 
I'  Senator  Ciiukch.  Then,  the  Chair  recognizes  Senator  Percy. 
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ItKMARKS    OP    Si:N.\TOH    I'EUCY 


Senator  Pkijcv.  Mr.  Chiiinnaii,  1  can  nnderstancl  Mr.  Dorsev's  di 
lemma  today  and  1  know  tlic  a^ony  of  50,000  employees  and  yourj 
directors  and  appreciate  the  problems  presented  to  you.  Tlie  Nation 
has  gone  through  a  very  traumatic  experience  in  recent  months  and' 
your  own  dilennna  has  been  a  veiy  great  one,  indeed.  I  want  youl 
to  know  that  we  did  deliberate  long  and  hard  about  the  wisdom  ofl 
having  open  hearings.  It  was  a  unanimous  decision  by  the  members! 
of  the  connnittce  tliat  the  public  iiitercst  in  the  long  run  and  thej 
national  interest  in  the  long  run  and  free  world  interest  in  the  long! 
run  would  best  bo  served  by  it;  that  the  sunshine  that  we  put  on' 
these  events,  the  very  fact  that  it  could  be  brought  out  in  the  public, 
l)robably  is  a  test  of  our  system,  just  as  Watergate  was  a  terrible 
experience  for  all  of  us.  This,  too,  is  a  very  diflicult  experience.  Two 
mcmbei-s  of  this  committee,  Senator  Syjuington  and  myself  have  spent 
many,  niany  years  in  industry.  We  lx>th  operated  multinational  corpo- 
i-ations.  We  both  did  business  in  countries  all  over  the  world,  manu- 
factured abroad  and  distributed  and  sold  abroad,  so  we  have  first- 
hand knowledge  as  to  the  problems  involved,  and  I  imagine  both  of 
us  have  been  confronted  with  decisions  through  the  course  of  25  years, 
in  my  case,  as  1  headed  foreign  manufacturing  as  a  junior  officer  in 
the  company  before  becoming  chief  executive  officer.  But  w^e  had  to 
face  those  decisions  and  we  did  each  and  every  time  and  I  discussed 
with  my  colleague  in  exocuti\'e  session  on  the  record  what  my  own 
exjierience  was  there  and  T  had  no  h^sistancy  in  so  doing. 

The  importance  of  the  hearings  that  we  are  holding  today  by  the 
Subcommittee  on  Multinational  Corporations  is  really  not  to  deter- 
mine whether  Gulf  Oil  did  or  did  not  contribute  to  a  political  process 
abroad.  Gulf  Oil  has  already  admitted  publicly  that  it  has  done  so. 
Nor  is  this  hearing  designed  to  investigate  whether  Gulf  Oil,  its  offi- 
cers or  directors,  have  committed  an  illegal  act.  There  is  no  statutory 
prohibition  against  corporate  i)olitical  contributions  abroad.  The  pur- 
]iose  of  the  hearing  is  to  examine  U.S.  corporate  business  practices 
abroad  and  to  attempt  to  ascertain  the  impact  of  these  practices  on 
U.S.  foreign  policy. 

Gulf  Oil  roi)resents  a  case  study  of  this  issue  just  as  ITT  served 
this  subcommittexi  as  a  case  study  of  a  corporation  attempting  to  in- 
Ihience  U.S.  i)olicies  toward  Chile.  Other  cases  such  as  United  Brands 
and  Northrop  have  been  featured  recently  in  the  press.  The  alleged 
issues  in  the  latter  two  cases  are  respectively  bribery  and  kickbacks 
on  sales. 

Some  argue  that  the  real  damage  done  to  the  U.S.  foreign  policy 
is  in  the  public  revelation  of  these  case  studies.  I  disagree  and  every 
single  member  of  this  committee  has  disagreed.  The  real  damage  done 
is  to  the  political  and  constitutional  process  of  the  recipient  countries. 

Corruption  is  tlu^  dry  rot  of  the  capitalistic  system,  or  any  other 
system  for  that  matter.  It  i-ewai'ds  wealth,  influence,  and  access.  There 
is  no  market  for  talent  or  excellence.  leadership  is  selected  on  other 
ci'itei'ia  than  conipetence.  Ceitainly  Cambodia  and  South  Viei...;i,ni 
su tiered  heavily  fiom  this  dry  rot  and  our  foreign  i)olicy  siilTered 
along  with  it.  And  it  was  that  intei-nal  dry  rot  that  brought  about 
tbe  collapse  of  Ihose  gove^ r-nients  bec^'ise  simply  they  Avould  not  and 
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could  not  be  supported  by  tlieir  citizens  because  it  permeated  tliiougli- 
out  society  tliere. 

It  is  not  in  our  luitional  interest  to  foster  corruption  in  otlier  coun- 
tries nor  to  condone  it.  However,  we  cannot  play  ostrich.  Corruption 
is  present  and  institutionalized  in  many  of  the  countries  with  whom 

'we  deal.  Civil  servants  are  underpaid  on  the  assumption  that  they  are 
goin^  to  make  it  up  elsewhere,  and  they  are  really  expected  to  cfo  so, 
politicians  consider  their  post  as  high-risk  employment  and  want  what 
they  consider  just  compensation.  This  is  not  just  a  fault  of  others, 
we  have  it  here  in  the  United  States  also.  And  I  only  need  remind 
myself  that  1  have  lived  in  Cook  County  for  over  a  half  century  and 
have  seen  it  under  both  Kei)ublican  and  Democratic  administrations 
rampant  in  Cook  County,  111.,  and  we  are  not  proud  of  it  one  bit. 
The  remedy  is  not.  pillory  of  U.S.  corporations  who  must  work  in 
this  environment  if  they  wish  to  do  business.  Maybe  we  ought  to 
have  legislation,  and  I  was  very,  very  ])roud  indeed  and  pleased  that 
you  saw  fit  to  come  forth  with  a  very  straight-forward  recommenda- 
tion in  this  regard.  I  wonder  what  we  would  do  as  members  of  the 
Senate  if  we  did  not  have  an  absolutely  clear  regulation  that  no  gift 
can  l)e  accepted  by  us  or  by  any  member  of  the  U.S.  Govcnunent  ill 
excess  of  $50  in  value.  The  clarity  of  this  regulation  leaves  no  equivo- 
cation whatsoever  and  leaves  no  hesitancy  in  m}'  mind,  as  I  have 
turned  back  gifts  that  have  been  offered  to  me  by  governments  around 
tlie  world.  To  them  it  is  a  very  small  token  and  they  put  it  in  a  token 

"Tfthie,  but  when  the  value  is  $51  it  goes  back  and  the  law  makes  it 
very  clear  and  there  can  be  no  hurt  feelings  or  misunderstandings 

M  about  it. 

;      But,  indeed,  that  is  one  of  the  questions  as  to  whether  we  should  have 
such  legislation  now  affecting  political  contributions  abroad. 

Your  testimony  has  been  extraordinarily  helpful  in  that  regard. 
I  hope  these  hearings  will  help  us  answer  the  question  whether  or  not 
legislation  of  any  type  is  needed  in  this  area. 

•  I  also  hope  we  can  discover  how  pervasive  such  practices  are,  how 
many  U.S.  companies  feel  compelled  to  deal  in  this  type  of  fashion 
in  order  to  conduct  business  abroad.  To  blind  ourselves  to  the  fact  that 
mich  practices  exist  can  only  perpetuate  them.  I  think  it  woidd  be 
in  the  best  interest  of  the  U.S.  Government,  U.S.  companies  and  indeed, 
host  countries  to  bring  these  practices  right  out  in  the  open.  If  they 
are  known,  our  Goveiiiment  can  make  direct  re.presentat.ion  to  other 
governments  on  behalf  of  U.S.  companies  and  other  countries  can 
hopefully  be  stinmhited  into  taking  corrective  measures.  The  truth 
may  not  always  make  one  fi'ee  but  it  can  hopefully  prevent  perpetual 
enslavement  to  a  system  that  thrives  on  secrecy  and  darkness. 

1  think  in  closing,  I  would  like  io,  bw^n»e  of  tlr*e  extieliW-Titi  a^v^Ain^ 
tion  that  our  distinguished  chairman  put  into  the  record  this  morn- 
ing, Avhich  certainly  would  be  hard  to  improve  on — Justice  Brandeis 
jn  191-1:  had  this  to  say  : 

Pulilicity  is  just  comnienfled  as  a  remedy  for  Industrial  disease.  Sunlight 
Is  said  to  be  the  best  disinfectant.  A  corporation  avoids  conduct  that  will  prove 
emlmrrassing  if  disclosed;  the  possibility  of  future  disclosure  constitutes  a 
major  element  in  shaping  current  decisions. 

I  think  to  bring  sunlight  to  bear,  to  demonstrate  and  prove  our 
system,  will  require  that  we  do  so  and  that  even  when  there  are  activi- 
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ties  that  we  are  not  proud  of,  at  least  the  process  is  sucli  we  can  bring 
it  to  bear,  and  we  are  strong  enough  ajid  tough  enougli  to  be  able  to 
resist  it,  whatever  harm  it  may  do,  to  overcome  it,  and  tlien  ^o  about, 
setting  about  to  see  that  we  correct  it  in  the  future,  and  I  think  your 
contribution  tliis  morning  has  been  extraordinarily  helpful  to  us. 

COMMENTS  BY  6KNAT0R  CHURCH 

Senator  CiTimcii.  Thank  you  very  much,  Senator  Percy.  It  had 
been  contemplated,  ]\Ir.  Dorsoy,  that  the  information  you  have  volun- 
teered would  be  asked  for  and  extracted,  if  you  will,  through  a  series 
of  detailed  questions.  Most  of  those  questions  are  now  unnecessary 
though  there  are  some  we  could  ask. 

I  will  not  press  you  to  speculate  on  those  areas  to  which  you  re- 
ferred where  an  investigation  is  now  underway.  You  have  given  us 
your  pledge  when  that  information  is  available  it  will  be  supplied  to 
this  committee,  and  I  agree  Avith  you  that  it  would  not  serve  anyone's 
interest  to  speculate  on  what  is  not  now  known.  I  am  assured  from 
what  you  have  told  us  you  will  give  us  a  full  disclosure  of  anything 
else  that  may  emerge. 

THE   KOREAN   CONTRIBUTION 

Now,  going  to  the  Korean  case.  You  mentioned  on  page  11  of  your 
testimony : 

As  you  all  know,  following  the  Korean  conflict  the  Republic  of  Korea  went 
through  a  period  of  economic  and  political  strife.  This  struggle  was  still  con- 
tinuing when  Gulf  was  asked  to  participate  in  the  ownership  of  a  substantial  in- 
dustrial facility  in  Korea,  which  represented  the  largest  foreign  private  in- 
vestment in  that  country. 

This  came  about  with  the  encouragement  of  the  U.S.  Government. 

Korea  was  given  assistance  tlirough  aid  loans,  to  participate  in  Joint  ventures 
with  Gulf,  and  our  Government  through  OPIC,  provided  insurance  for  our  in- 
vestments iu  Korea  in  order  to  further  encourage  our  participation. 

I  think  that  is  an  accurate  statement  of  the  situation  at  the  time. 

"What  I  would  like  to  know  is,  iiuismuch  as  the  U.S.  Government  was 
then  engaged  in  a  very  large  aid  program  for  the  Government  of 
Koi-ea,  and  inasmuch  as  some  of  that  aid  money  furnished  Korea  by 
the  American  Government  was  to  be  used  in  this  project,  there  was  a 
clear  GoA^ernment  interest  involved. 

Furthermore,  through  OPIC  the  Government  of  the  United  States, 
had  undertaken  to  insure  your  investment  against  various  hazards^ 
including  the  hazard  of  expropriation. 

ROLE  OF  THE   AMERICAN   EMBASSY 

That  being  the  case,  did  you  at  any  time  while  the  conversations 
were  underway  with  the  Koreans  involved,  and  before  any  money 
was  paid  over  to  the  political  party,  advise  the  American  JEmbassy 
of  the  Korea  demand  for  money  ? 

Mr.  Dorset.  No,  sir,  I  did  not. 

Senator  Church.  W\iy  did  you  not? 

Mr.  Dorset.  Well,  T  suppose  it  goes  back  to  a  sort  of  a  lifetime  habit" 
of  our  lifetime  experience  of  having  received  very  little  help  from  the 
State  Department  and  the  American  Government  in  foreign  en- 
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rdeavors  and  very  often  finding  tliey  had  very  little  interest  and  would 
*.  just  as  soon  as  not  talk  to  us.  This  was  not  true  in  Korea,  I  hasten  to 
^  mdd.  The  AID  people  there  were  extremely  helpful.  I  think  they  are 

£robably  among  tlie  most  able  State  Department  people  I  have  ever 
nown.  And  we  had  during  these  times  that  I  was  associated  in  Korea 
excellent  ambassadors,  but  it  never  occurred  to  me  to  go.  I  suppose 
it  was  a  lifetime  habit  or  maybe  I  was  basically  ashamed  of  what  was 
Tgoing  on,  I  do  not  know. 

^%  PRESSURE  FROM  THE  KOREAN  GOVERNMENT 

•if 

,  Senator  Church.  On  page  12  of  your  statement  you  say : 

;■  The  leaders  of  the  governing  political  party  in  South  Korea  determined  tliat 
^  tblM  could  be  accomplished  by  exerting  severe  pressure  for  campaign  contribu- 
"  tlODS  on  foreign  companies  operating  there. 

"  To  your  knowledge,  was  such  pressure  exerted  against  othet*  foreign 
\  companies  besides  Gulf  ? 

«i  ^  Mr.  Dorset.  No,  not  to  my  certain  knowledge.  The  only  reason  I 
;-'irould  have  to  think  it  might  be  is  that  the  fundraiser  for  the  party, 
•f'who  was  the  man  with  whom  I  dealt,  made  it  clear  to  me  and  made  it 

very  clear  to  other  Gulf  people  with  whom  he  had  talked  before  he 
•  Ulked  to  me,  that  this  favor  was  being  distributed  equally  among  all 

investors  and  surely  others  would  be,  and,  of  course,  as  always  in 
:fundraising  there  is  always  a  broad  implication  that  the  other  chap 
;has,  whether  it  is  true  or  not.  The  rules  of  tlie  fjame  are  you  do  not 

ask  but  tlie  strong  implication  was  they  had.  These  things  are  not 
"  quite  that  straightforward,  they  are  always  veiled. 
:^    Senator  Church.  Yes.  But  would  it  be  fair  to  say  that,  and  would 

it  be  accurate  to  say  that,  in  your  exchanges  with  the  Koreans  in- 
.  volved  you  were  left  with  the  impression  that  other  companies  were 
^also  making  contributions  or  also  being  approached  for  the  purpose 

.of  soliciting  contributions  ? 
Mr.  DoRSEY.  That  is  correct. 

|.yi'  '   .  PURPOSE   OF  BAHAMAS   EXPLORATION   CO.   LTD. 

i;^  Senator  Church.  On  page  13  of  your  statement  you  have  testified 
fas  follows: 

i;'  Although  each  of  the  contributions  came  from  company  funds  in  the  United 
jBtites,  the  transfers  were  recorded  as  an  advance  to  Bahamas  Exploration 
fl Company  Limited,  where  they  were  reflected  on  the  books  and  records  of  the 
>^  Bahamas  Exploration  Company  as  an  expense. 

%  And  further  on  in  your  statement,  on  the  bottom  of  page  19,  you 
5 Bay,  with  further  reference  to  the  Bahamas  Exploration  Co.,  Ltd.: 


I 


Except  for  the  helicopter,  the  funds  which  were  used  for  contributions,  gifts" 
lltiid  entertainment  and  other  expenses  abroad  were  recorded  on  Bahamas  Ex- 
I  pltyation  books  merely  for  accounting  purposes.  The  monies  were  never  deposited 
fr  In  the  Nassau  bank. 

m-  CONCEAOIENT  OP  FUNDS 

|v'  Now,  the  accounting  purposes  is  really  a  way  of  saying  that  the 
^  fimds  were  handled  this  way  in  order  to  conceal  the  actual  use  to  which 
l^the  money  was  put ;  is  that  not  true  ? 
^.    Mr.  Dorset.  I  think  that  is  an  accurate  statement,  yes. 
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TUB   rUBLIC   EDUCATION   FUND 

Senator  Ciiui^cir.  On  page  17,  you  have  testified,  I  will  read  the 
whole  paragraph  ; 

A  further  charge  in  the  amount  of  $50,000  also  appears  in  the  books  and  records 
nf  tlie  Bahamas  Exploration  Co.  in  1970.  Here  again  the  payment  is  l>eing 
investigated  by  the  review  committee  hut  it  api)ears  that  the  amount  was  made 
aivailahle  through  the  First  National  City  Ihinlv,  Beirut,  Lebanon,  for  the  purpose 
of  Ijelping  to  defray  the  expenses  of  a  pul)lic  education  program  endeavoriug  to 
luing  about  a  better  uuderstanding  of  the  Arab-Israeli  conflict. 

Can  you  give  us  any  further  details  about  that  public  education 
program  and  just  what  its  objectives  were? 

The  language  you  use  is  rather  general  here  and  I  am  wondering  if 
you  can  give  us  further  particulars. 

Mr.  DoRSEY.  I  would  give  you  my  general  impression.  I  can  get 
details  for  you.  But  niy  general  impression  is  that  at  that  time  there 
was  a  feeling  among  the  Arab  counti'ies  and  the  Arab  leaders  that  the 
Arab  i>osit ion  in  this  entire  matter,  Middle  East  matter,  in  the  conflict 
with  the  Israelis  was  not  understood.  The  Arab  position  was  not 
miderstood  in  the  United  States. 

And  my  impression  is  that  they  felt  that  thei'e  should  be  launched 
a  public  relations  campaign,  the  usual  kind  of  thing,  find  yourself  a 
public  relations  man  in  New  York  and  get  favorable  articles  in  news- 
pai)ers,  I  suppose,  and  get  TV  coverage  and  whatever,  to  tell  their  side 
of  the  story. 

That  is  my  general  impression  but  I  could  get  you  more  details,  if 
3'ou  like. 

Senator  Church.  I  think  that  clarifies  the  objective. 

The  question  that  T  have  is  why  could  not  the  Arabs  pay  for  their 
own  ])\iblicity  campaign  in  the  United  States  ? 

Mr.  DoRSKY.  It  is  a  very  good  question.  Theie  is  no  reason  wh}^  they 
could  not. 

Senator  Church.  They  certainly  do  not  lack  the  money. 

Mr.  DoRSEY.  They  do  not  lack  the  money.  I  do  not  know  why  and  I 
would  just  as  soon  not  s]>eculnte  on  why  they  did  not. 

Senator  Church.  Well,  is  it  true  that  other  oil  companies  funneled 
money  through  the  Gulf  Co.  in  this  particular  enterprise? 

Mr.  DoRSEY.  I  do  not  know  that.  I  certainly  would  doubt  it.  I  would 
presume  that  whoever  was  making  the  approach  made  it  equal  to  all 
companies.  I  do  not  tliink  we  took  a  lead  in  it.  I  think  we  simply  w^ere 
contributors. 

CONCEALMENT  OF  FUNDS  FOR   ARAB  PUBLICITY  CAMPATGX 

Senator  Church.  Would  it  be  fair  to  say  that  the  contribution  made 
by  Gulf  for  purposes  of  financing  the  Arab  publicity  campaign  in  this 
country  was  concealed  and  that  arrangements  for  making  this  money 
available  were  for  the  purpo.se  of  concealing  it  ? 

Mr.  DoRSEY.  I  do  not  really  know.  I  was  not  aware  of  this  at  the 
time  it  was  done.  I  am  not  Sure  whether  there  was  an  attempt  to  con- 
ceal it  or  not.  I  think  you  can  reason  that  there  was  or  it  would  not 
have  gone  through  this  account. 

Senator  Church.  The  account  suggests  a  purpose  of  concealment. 

Mr.  DoRSEY.  Yes. 
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'-'Senator  Ciiuncii.  Is  this  the  first  time  tliat  you  have  made  a  public 
[fljitclosure  of  this  particular  expenditure? 

*  Mr.  DoRSEY.  I  am  iiot  sure  at  all.  It  has  only  come  to  my  attention 
because  of  tlie  investi^ration  and  it  was  an  additional  amoimt  of  mone}^ 
'tJiat  did  p:o  through  the  Bahamas  Exploration  account.  In  an  attem])t 
to  b«  i>erfectly  candid,  I  am  talking  about  that.  I  do  think  that  if  there 
)us  been  any  publicity  given  to  it  before,  it  is  not  a  very  lai'ge  amount 

•  of  money. 

[;  THE  ARAB  INFORMATION  LEAGUE 

j'i  Senator  Church.  Do  you  know  whether  the  money  went  to  the  Arab 

^Information  League  in  Dallas  ? 

r*   Mr.  Dorset.  No,  I  do  not.  My  impression  is  it  was  a  Middle  East 

^request,  that  the  request  was  made  in  the  Middle  East,  ])ut  I  am  not 

/«ire  of  that.  If  you  want  more  information  I  will  be  glad  to  fmd  it 

'for  you. 

i-  vSonator  Church.  If  you  could  furnish  us  with  more  details,  that 

^would  1)6  appreciated . 

U-  - 

,•  LEGISI^TION  AND  ITS  EFFECTS 

l'^  I  will  turn  to  other  members  of  the  committee,  to  this  final  state- 
'Snent  that  you  have  made  in  your  prepared  testimony  this  morning. 
jYou  have  said, 

p  But  you  can  help  us,  and  many  other  multinational  companies  which  are  con- 
'frooted  with  this  problem,  by  enacting  legislation  which  would  outlaw  any  for- 
rdfn  contribution  by  an  American  company.  Such  a  statute  on  our  hooks  would 
i'make  It  easier  to  resist  the  very  intense  pressures  which  are  placed  upon  us 
.from  time  to  time.  If  we  could  cite  our  law  which  says  we  may  not  do  it,  we 
I'would  be  in  a  better  position  to  resist  these  pressures  and  to  refuse  the  requests. 

i  •  Having  had  much  experience  in  dealing  with  the  problem  you  have 
'described  to  this  committee  today,  do  you  believe  that  had  such  a  law 
■been  on  the  books  you  would  have  been  in  a  greatly  stronger  position  to 
^resist  the  demands  that  were  made  upon  you  in  Korea  ? 
^  Mr.  DoRSEY.  There  is  no  doubt  of  that.  No  doubt  of  that. 
^^  Senator  Church.  And  do  you  think  that  the  long-term  interests  of 
l^Anierican-owned  multinational  corporations  would  be  furthered  and 
itheir  acceptability  in  foreign  lands  would  be  strengthened  if  such  a 
rlaw  were  enacted  ? 

J  Mr.  Dorset.  Well,  I  certainly  agree  that  the  long-term  interest  of 
'American  companies  that  operate  abroad,  that  their  interest  would  be 
Jenhancefl  and  their  situation  would  be  improved  by  such  legislation. 
^As  to  their  acceptability  in  foreign  countries,  I  would  not  have  any 
^comment  on  that.  You  do  not  really  go  into  countries  based  on  that; 
,»thcre  are  other  factors  that  determine. 

|ky  . 

t^:^  VULNERABILITY  OF  THE  MULTINATIONAL  COMPANIES 

I:  Senator  Church.  Would  you  worry  or  do  you  think  that  the  fact 
•that  other  governments  might  not  impose  similar  restrictions  upon 
^fheir  multinational  companies  would  constitute  a  serious  disadvantage 
5,to  American  companies  competitively  should  the  law  be  changed  as 
lyou  suggested  ? 
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Mr.  BoRSEY.  I  would  only  speak  for  the  multinational  oil  companies. 
I  would  doubt  it  because  basically,  the  competition  in  worldwide  oil  j 
has  been  among  seven  companies  and  five  of  which  are  U.S. -based 
companies.  And  I  tliink  that  tiiat  being  so,  five  out  of  seven,  that  if 
they  were  all  under  the  same  constraints  and  basically,  too,  the  same 
philosophical  approach  to  the  problem,  that  it  w^ould  solve  tlie  prob- 
iem.  I  do  not  think  that  two  foreign  oil  companies,  I  mean  non-U. S. 
oil  companies,  would  have  any  particular  advantage  over  us,  because 
there  again  are  many^  many  things  that  are  determining. 

You  see,  you  do  not  go  into  a  country,  at  least  we  do  not,  and  con- 
trary to  popular  opinion,  I  doubt  if  many  people  do,  on  the  basis  of 
bribes  and  corruption  in  the  first  place.  I  think  you  go  in  because 
you  are  invited.  I  think  you  go  in  because  there  are  opportunities  for 
you  there,  that  you  go  in  most  of  all  because  you  are  needed.  If  you 
are  not  needed  in  the  country  there  is  no  point  in  your  being  there,  and 
you  will  not  make  any  money  anyway. 

So  you  do  not  go  into  these  situations  to  make  political  contributions 
or  to  have  people  request  them  or  to  have  people  request  an5rthing,  but 
it  sort  of  flows  along  as  you  get  more  deeply  involved  and  as  your 
investment  gets  greater  you  tend  to  run  into  these  things. 

Senator  Church.  The  truth  is,  is  it  not,  that  once  the  investment  is 
made  and  a  great  deal  of  money  is  then  at  stake,  the  position  of  the 
company  becomes  more  vulnerable  to  pressures  of  this  kind  ? 

Mr.  DoKSEY.  Yes,  of  course.  Our  history  in  Korea  wo\dd  indicate 
that  whei-e  we  started  out  with  an  initial  $25  million  investment  and 
one  time  liad  an  investment  of  as  much  as,  I  think  $350  million. 

Senator  Church.  And  the  demands  went  from  $1  million  contribu' 
lion  to  $3  million  and  then  $10  million,  did  it  not? 

Mr.  Dorset.  That  is  true. 

Senator  Church.  The  next  round  ? 

Mr.  Dorset.  That  is  true. 

Senator  Church.  Senator  Symingrton. 

SenatoT'  Stactngton,  Thank  you,  Mr.  Chairman. 

!Mr.  Doi-sey,  I  am  sort  of  new  on  this  subject. 

DOISIESTIC    CONTRIBUTIONS 

To  go  back  to  the  first  page  of  your  statement,  if  I  may  for  a 
minute.  You  sav  that,  "from  Mr.  Cox's  statement  I  learned  for  the  first 
time  that  our  then  Washington  vice  president  made  certain  contribu- 
tions to  the  Committee  to  Re-Elect  the  President."  It  happens  the 
gentleman  in  question  who  was  representing  you  is  a  friend  of  mine 
and  I  have  alwa^^s  considered  him  an  honorable  man. 

How  would  he  be  able  to  have  these  millions  upon  millions  of 
dollars  Avithout  vour  knowledge  as  president  of  the  corporation? 

Afr.  Dorset.  Well,  that  is  a  question  I  have  been  asked  by  the 
Special  Prosecutor  and  bv  others  and 

Senator  Sy^'siington.  I  am  not  a  Special  Prosecutor,  I  am  only  a 
Senator.  T  am  just  askinir  for  information. 

Mr.  Dorset.  T  have  been  asked  the  question  before  and  I  can  only 
sav  that  it  appears  from  the  investipjation,  very  thorough  investiga- 
tion that  has  been  made,  that  in  lOfiO,  or  maybe  the  year  before,  that 
an  arrangement  was  made  by  the  people  that  were  running  the  com- 


802 


pany  at  that  time,  to  where  these  funds  could  be  made  available  for 
tho^e  political  purposes,  and  the  authorities  were  established  and  the 

f  mechanism  was  established,  and  it  simply  was  like  any  other  authority 

;  that  gets  established  in  a  company.  And  there  are  thousands  of  au- 
thorities, if  not  hundreds  of  thousands.  And  this  one  kept  right  on 

^going  and  everyone  that  was  involved  in  it,  quite  apparently  from 

[|Uie  mvestigation  that  has  been  made  since,  was  acting  within  his 

1  authority  and  within  the  authorities  that  had  been  given  to  him,  andl 

Tit  simply  went  on  until  it  was  revealed  in  1973. 

fe    I  would  simply  point  out 

^/  Senator  Symington.  I  am  only  asking.  In  other  words,  as  I  under- 

c'itand,  it  was  something  set  up  and  never  divulged  to  you  until  you 

f'came  in  as  president  ? 

S ;,  Mr,  DoRSEY.  That  is  correct. 

Senator  Symington.  How  was  it  expressed  on  the  balance  sheet 
you  would  sign  when  you  put  out  your  earnings  statement  to  your 
Btockholders? 

Mr,  DoRSEY.  I  presume  it  was,  I  do  not  know  that  it  was,  obviously 
■not  revealed. 

Senator  Symington.  Did  you  put  it  under  the  heading  of  miscel- 

|Janeous? 

ff^'^Ir.  DoRSEY.  Miscellaneous  expense. 

i*    Senator  Symington.  And  there  were  no  questions  about  what  this 

!^ miscellaneous  expense  was  for? 

i    ^fr.  DoRSEY.  Senator,  this  was  a  relatively  small  amount  of  money. 

H During  this  period  of  time  I  think  the  company  did  some  $60  or  $70 

■billion  worth  of  business  in  that  15-year  period  and  $10  million  is 

;  not  really  a  very  large  amount  of  money,  it  does  not  stand  out. 

V    Senator  Symington.  $5  million? 

¥'  Mr.  DoRSEY.  Well,  the  $5  million  I  knew  about.  I  am  only  talking 
tbout  the  portion  that  came  into  the  United  States  of  which  I  had" 
no  knowledge. 

'^   Senator  Symington.  I  thought  that  was  about  $5  million. 
Mr.  DoRSEY.  It  was  about  $5  million,  yes,  sir. 

;  KOREAN    PAYMENTS 

Senator  Symington.  Well,  going  on  to  the  question  of  Korea.  For 
reasons  that  are  not  important,  I  have  been  involved  with  that  over 
gome  period  of  years.  As  I  s^et  it,  about  80  percent  of  the  money  that 
you  felt  necessary  to  pay  off  the  people  in  order  to  get  a  better  corpo- 
mte  position  went  to  Korea;  is  that  about  right? 

>fr.  DoRSEY.  $4  million  out  of  $5  million. 
^Senator  Symington.  And  yet  you  were  doing  business  with,  I  think 
your  statement  says,  70  different  countries  ? 

Mr.  DoRSEY.  Yes. 
;^>  Senator  Syiviington.  You  did  not  have  to  pay  any  money  to  other 
^people  in  any  amounts  in  other  countries  ? 

(  Mr.  DoRSEY.  Well,  I  have  revealed  in  my  statement  everythinq:  T 
Jlcnow,  evervthing  the  investinration  has  brought  out,  and  I  rather  think 
lit  js  basically  a  complete  statement. 

* .  I  would  be  more  surprised  than  anyone  else  if  there  were  any  large- 
amounts  of  money  that  have  not  been  revealed,  although  I  still  say 
the  investigation  is  ongoing. 
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THE  rKKCENTAOK  OF  GULP's   BUSINESS  IN   KOKEA 

Senatoi'  Symington.  Well,  everybody  knows  that  Gulf  is  a  great 
corporation  and  I  \N'as  wondering  wliat  percentage  of  business  did  Gulf 
do  with  Korea  as  against  its  worldwide  business? 

^Nfr.  Dorset.  In  any  one  year,  I  would  think  that  it  would  be  basically 
during  that  period  of  time  it  would  have  been  probably  in  the  nature  of 
$200  million  a  year  out  of  a  total  of  $G  or  $7  billion,  something  of  that 
magnitude. 

Senator  Sy^iington.  So  you  would  be  paying  80  percent  of  what  you 
had  to  pay  in  holding  down  these  political  peo|)le  for  less  than,  $200 
million  out  of  $0  billion? 

Mr.  DoRSEY.  That  is  true. 

Senator  Syaeing'ix)N.  Three  percent  or  something  like  that  of  your  1 
business  it  cost  out  of  80  percent  of  what  you  paid  out  in  this  fashion.  \ 
Is  that  correct?  .    .    ' 

Mv.  Dorsky.  Yes,  sir,  I  have  not  thought  about  it  that  way  but  it  is 
quite  correct. 

other  countries'  customs 

Senator  Sy^iington.  Another  line  that  interests  me,  on  page  9  you 
say  you  know  "mores,  customs,  standards,  values,  principles,  and  atti- 
tudes vary  all  over  the  world.  What  is  immoral  to  some  is  perfectly 
correct  to  others.  What  is  onerous  to  one  culture  may  be  ])erfectly 
proper  and  decent  to  another.  What  is  unacceptable  in  one  society 
may  be  the  norm  in  another." 

Were  you  thinking  of  Korea  when  you  said  that  ? 

^Ir.  DoRSEY.  Not  particularly,  although  obviously,  it  was  in  my 
tlioughts.  But  what  I  reality  had  in  mind  in  thinking  about  that  were  a 
number  of  rather  interesting  articles  that  have  appeared  in  particu- 
larly the  New  York  Times  and  Wall  Stieet  tlournal  over  the  past  2 
or  3  weeks,  I  think  even  adding  to  my  information  about  tlie  i)ractices 
around  the  world  and  implying  even  that  the  Pentagon  has  written  a 
paper  instructing  people  how  to  get  along,  arms  salesmen  in  foreign 
countries.  These  are  good  aiticles,  I  think  that 

Senator  CmiRcii.  This  is  a  subject  to  which  the  committee  is  going  to 
turn  its  attention. 

Senator  Symington.  'Jlie  reason  I  asked  that  is  that  the  next  coun- 
try you  talk  abo\it  is  Koica,  and  what  worries  me  is  that,  as  you  know, 
and  I  think  you  will  agree,  that  South  Korea  could  not  have  been  held 
up  militarily  without  the  support  of  the  United  States  in  the  years 
when  you  were  giving  the  money  to  support  the  government  that  was 
in  power  at  that  time.  Is  that  a  fair  statement  ? 

Mr.  DoRSEY.  I  am  very  aware  of  that  and  that  is  a  very  true 
statement. 

aid  to   KOREA   FROM  THE   U.S. 

Senator  Symington.  Did  you  ever  appeal  to  the  State  Department 
or  any  other  Govennnent  agency  to  suggest  that  perhaps  they  get  a 
few  more  tanks  or  perhaps  it  was  not  ethnical  if  we  were  giving  them 
all  of  the  taxpayers'  money  of  the  United  States  to  help  them  defend 
themselves,  or  whatever  the  words  would  be,  to  put  the  bite  on  you  to 
that  extent  ? 
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Mr.  DoRSEY.  If  I  understand  the  question,  I  might  rephrase  it,, 

thiit 

Senator  Symington.  I  wish  you  would,  because  I  would  like  to  be 
'clear. 

Mr.  DoRSEY.  You  really  are  getting  enough  out  of  the  United  States, 
wli  V  don't  you  leave  us  alone  ? 
.Senator  Symington.  Or  could  you  not  say  to  the  U.S.  Government, 
'  look,  there  is  no  reason  we  have  to  pay  a  bribe  in  order  to  be  competitive 
in  this  country  and  inasmucli  as  80  percent  of  our  mone}^  is  being  given 
to  a  country  that  we  are  defending  and  we  are  only  doing  1.3  percent 
bu>inpss  witli  tliat  country,  can  you  not  help  us  out  'i 
K     1  will  change  the  figure  and  make  it  accurate. 
/" ' 

i,"'.  THE   SITUATION   IN   KOREA 

fe  V  Mr.  DoRSEY.  Well,  it  is  very  difficult  after  these  years  to  create  the 
;  ttinosphere  that  existed  in  Korea  at  that  time. 

'"•      Senator  Sy^iington.  Have  you  ever  talked  to  the  State  Department 
'  mbout  it  at  all,  until  it  was  broken  ? 
Mr.  Dorse Y.  No. 

Sejiator  Symington.  Never  have  ? 
Mr.  Dorse Y.  No,  sir. 

Senator  Symington.  It  was  always  a  bribe  situation  with  you  and 
piv.sumably  the  head  of  the  Government  of  Korea,  South  Korea? 
Mr.  DoRSEY.  The  head  of  the  political  party,  not  the  government.  I 

make  that  distinction  because  I  was  dealing  with  a  man 

Senator  Symington.  AVho  was  head  of  the  political  party  at  that 
time? 
>fr.  DoRSEY.  S.  K.  Kim.  I  mentioned  his  name  in  my  testimony. 
Senator  Symington.  I  am  sorry,  I  am  not  as  much  up  on  tliis  as  I 
should  be. 

There  is  a  great  deal  of  other  business  that  you  do  with  other 
countries  in  other  parts  of  the  world,  Far  East  and  Middle  East,  but 
u  do  not  have  this  problem  with  those  other  countries  based  on  the 
10 million  figure;  is  that  correct? 

Mr.  DoRSEY.  If  I  may,  it  really  was  a  very  different  situation.  You 
■  were  dealing  with  peo])1e  tliat  literally,  as  you  well  know,  were  pulling 
themselves  up  by  their  bootstraps  and  doing  an  incredible  job  of  doing 

it,  and  during  the  situation  that  I  think 

Senator  Symington.  Tlieir  bootstraps  or  our  bootstraps? 
Mr.  DoRSEY.  Senator  Symington,  I  respectfully  say  that  I  have 
never  known  people  that  really  did  more  ifor  themselves  in  my  life. 
I    Senator  Symington.  What  people  are  you  talking  about? 
;;'■ '  ^f r.  DoRSEY.  The  Korean  people. 

J '  Senator  Symington.  You  are  not  talking  about  the  money  they 
1  got  from  you  ? 

i     ^fr.  DoRSEY.  I  am  talking  about  their  attitude  toward  work,  their 
attitude  toward  education,  attitude  toward  improving  themselves. 
X:    Senator  Symingion.  I  have  the  greatest  respect  for  South  Korea, 
*  do  not  misunderstand  me,  but  I  cannot  understand  why,  with  the  ex- 
'  ception  of  South  Vietnam  or  India  or  France  or  Great  Britain  we  have 
given  them  aid,  military  and  economic  aid,  more  than  any  other  coun- 
try in  the  world  except  South  Vietnam.  I  do  not  see  why,  unless  there 
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is  itoiaitchJiig  th^kt  Las  not  come  out,  it  was  nec^ssiirj'  for  you  to  give 
tliem  this  additional  under-the-table  money  to  do  business  in  that 
country.  I  just  cannot  figure  it  out. 

Mr.  DoRSEY.  Well,  I  do  not  see  the  relationship  between  our  military 
spending  in  South  Vietnam  and  anything  we  did.  I  presume  military 
money  goes  for  military  purposes.  I  would  only  presume  that. 

Senator  Sy3iington.  And  economic  aid  would  go  for 

Mr.  DoRSKY.  And  economic  aid 

Senator  Symington  [continuing].  Economic  purposes? 

!Mr.  DoRSEY.  But 

Senator  Symington.  What  do  you  think  this  money  went  for  ? 


Mr.  DoRSEY.  Well,  I  can  tell  you  exactly  how  it  was  put  to  me.  It 
was  put  to  me  that  here  we  are,  a  struggling  young  democracy,  which 
is  true,  we  have  been  encouraged  by  your  country  to  emulate  you — 
that  may  not  be  their  words — and  we  are  trying  to  have  democratic 
processes.  As  you  know,  it  takes  money  to  run  an  election.  That  is  the 
way  they  put  it  to  mo.  As  you  know,  we  as  a  party  have  no  real  way 
of  raising  money  as  you  do  in  your  country  and  we  are,  therefore, 
appealing  to  the  business  people,  people  who  are  doing  business  in 
our  country,  to  raise  this  money,  and  without  this  money,  we  cannot 
accomplish  the  things  that  we  are  trying  to  accomplish.  And  I  had 
substantial  admiration  for  the  government  at  that  time,  I  thought  it 
was  doing  a  very  good  job,  and  they  made  a  very  cogent  argument,  I 
thought,  but  I  do  not  see  really  any  relationship  between  that  and  mili- 
tary or  even  other  governments. 

Senator  Church.  May  I  make  an  observation  here.  Senator  Syming- 
ton ?  Would  you  yield  for  that  purpose  ? 

Senator  Symington.  Yes. 

AMERICAN    CONTI^TBUnONS   ABROAD 

Senator  Church.  If  other  American  companies  in  Korea  did  in  fact 
make  political  contributions,  which,  as  you  have  acknowledged,  was 
contrary  to  Korean  law,  in  these  campaigns,  in  proportion  to  what 
Gulf  made,  then  the,  American  companies  would  have  contributed  be^ 
tween  $25  and  $30  million  to  these  campaigns,  which  is  an  awful  lot 
of  money  for  conducting  a  campaign,  even  as  measured  by  the  con- 
tribution of  businesses  for  the  conduct  of  a  national  election  in  the 
United  States. 

Furthermore,  with  respect  to  your  comment  that  with  all  due  credit 
given  the  key  reasons  for  what  they  have  done,  they  pulled  themselves 
up  by  their  bootstraps,  over  this  period  the  Government  of  the  United 
St/ates  contributed  a  total  of  $11,201  million  to  th.is  small  country  in 
military  and  economic  aid.  So  I  suggest  that  Uncle  Sam  has  handled 
one  of  those  bootstraps  awfully  hard.  Yet,  by  your  testimony,  despite 
the  tremendous  aid  piogram  that  flowed  into  that  country,  at  about 
$400  million  a  year,  and  despite  the  direct  connection  that  the  Ameri- 
can Government  had  with  your  particular  investment,  your  aid  money 
that  it  contributed  and  throuHi  insurance  guarantees,  Gulf  never  did 
toll  the  Government  of  the  United  States  what  was  going  on.  The 
Embassy  was  never  informed.  Yet,  you  must  have  known  the  high 
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litifity  of  sucli  a  matter.  You  referred  to  it.  when  you  made  your 
iMlimony  to  us  tliis  morning,  severe  political  repercussions  that  are 
•asociated  witii  any  disclosure  of  this  kind  of  contribution— sooner 
nr  later  the  truth  comes  out.  So  do  you  tliink  it  was  a  matter  of  na- 
tkmjd  interest  to  tlie  United  States  to  know  tliat  these  practices  wore 
WKJerway,  that  tliey  involved  amounts  of  money  of  tius  nuio^iitude, 
IVh?  did  you  not  tell  the  Government  of  your  own  country  ? 
y  Jlr.  DoRSEY.  Wiuxt  you  are  saying  sounds  very  reasonable  today  but 
Ihts  is  a  long  time  afterward. 

Senator  Symingixdn.  If  I  may  continue,  I  just  had  a  couple  more 
questions  here. 

;^    ...  GULF  8  REJ1ECTI0N  OF  KOREAN  DEMAND 

■;  You  say  that  you  visited  Korea  and  there  were  heated  discussions 
mod  you  flatly  rejected  both  the  intensity  of  the  measure  being  applied 
and'fhe  amount  demanded,  and  in  respoiise  to  my  position  the  $10 

million  request  was  subsequently  changed  to  $3  million,  to  which  I 
mcqniesccd,  believing  that  the  contribution  would  be  in  the  best  in- 
Ureats  of  t  he  company. 

.,  "So  it  was  not  the  nature  of  the  transaction,  it  was  the  amount  of  the 
ti»)isaction  that  wns  in  your  mind,  is  that  correct  ? 

-:Mr.  DoiiSF.Y.  Well,  I  do  not  know  that  was  necessarily  true.  I  would 
certainly  rather  hope  the  thing  would  never  be  brought  up  in  the  first 
place  or  go  away,  but  it  did  not  go  away,  it  was  persistent,  and  the 
real  problem,  of  course,  was  the  amount  of  money,  but  it  was  more 
than  that. 

<;;;  Senator  Symington.  Well,  T  will  finish  my  question.  I  am  sure  you 
'wn  a  good  American,  but  this  whole  situation  is  beginning  to  worry 
|«  great  many  people  about  what  we  have  to  pay  not  only  in  other 
coimtries  but  in  this  country. 

v\I  noticed  the  name  of  the  pai-ty,  Democratic  Republican  Party.  That 
JDOvers  a  lot.  There  is  not  much  left.  It  seems  to  me  that  everything 
^r©  do  in  this  country  we  do  on  the  basis  of  national  security. 
^  1  do  not  know  if  you  read  a  book  called,  "Global  Reach."  If  you 
iare  not,  I  tliink  you  would  be  interested  in  it. 

'Mr.  Dorse  Y.  Yes. 

£'  Senator  Symington.  Have  you  read  it  ? 
I$\fr.  DoRSEY.  Yes,  sir. 

5  .Sf>nntor  Symington.  Have  you  read  a  book  called,  "Power  Play"  ? 
V'3f r.  Dorsey.  I  have  it  but  I  hnve  not  read  it  yet.  / 
^'  Senator  Syi^iington.  I  would  hope  that  you  would.  I  happen  to  be- 
,Heve  that  where  you  get  the  most  criticism  when  it  comes  to  national 
ispcurity  is  thnt  we  haA^e  not  got  enough  weapons  to  handle  the  possible 
chief  enemv.  But  to  the  best  of  my  knowledge,  I  think  we  have  far 
more  than  is  necessary.  On  the  other  hand,  I  think  a  sound  economy 
and  a  sound  dollar  is  just  as  important  to  national  security  as  the 
latest  weapon  system. 

i-  Now,  you  have  a  third  situation  which  is  coming  into  the,  picture, 
^ich  is*  rather  sad  from  the  standpoint  of  this  type  and  character  of 
testimony,  and  that  is  the  credibility  of  the  people  in  the  Government 
wgardless  of  what  party  is  in  power.  When  you  read  of  about  38  per- 
cent of  the  people  votiiio-  in  the  last'  election,  and  one  recently  held  in 
my  State,  13  percent  of  the  eligible  votei*s  voted.  You  can  see  that  some- 
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tiling  is  happening  as  a  result  of  the  relationships  between  the  various 
component  pails  that  make  up  our  system,  and  it  worries  us  a  great 
deal, 

I  want  to  express  my  appreciation  for  your  frankness  this  moming 
and  I  hope  we  can  just  get  this  st-ory  out.  I  think  if  tliere  is  miy  law 
that  wo  can  pass,  we  will  do  our  best  to  try  to  improve  this  situation 
from  the  standpoint  of  new  legisla^tion.  If  you  have  any  thoughts  about 
any  additional  legislation  that  would  help,  in  relationship  to  your  vari- 
ous and  vast  ijivestments  abroad,  I  think  tlie  conunittee  would  ap- 
preciate them. 

Mr.  DoRSEY.  Thank  you. 

Senator  Symington.  Thank  you  for  your  courtesy. 

Thank  you,  Mr.  Cliairman. 

Senator  Ciiukoii.  Sejiator  Percy. 

nilLOSOPIIICAL    QUESTIONS 

.  Senator  Percy.  IVfr.  Dorsey,  I  would  like  to  st^irt  Avith  the  bix>adest 
type  of  philosophical  question  but  also  one  that  enables  you  to  assess 
the  damages  to  date. 

If  you  were  to  turn  the  clock  back,  and  if  you  had  taken  a  firm  stand 
against  any  request  to  make  illegal  contributions  and  sim])ly  said  it 
was  against  the  law  of  your  land,  and  I  am  not  going  to  do  it  and  it  is 
against  our  principles  and  we  are  not  going  to  do  it,  and  you  cani  do 
what  you  want  to  to  us  but  we  ai'e  not  going  to  engage  in  it,  and  if  you 
had  taken  every  reasojiable  stej)  that  you  could,  tlirough  the  United 
States  Government,  and  through  threatening  to  make  this  public  dis- 
closure in  the  countiy  of  the  attempted  solicitation,  would  you  feel, 
looking  back  now,  that  ])ossibly  the  damage,  if  you  had  taken  that  posi- 
tion, would  be  less  to  Gulf  Oil  Co.  tlian  the  damage  that  you  have  so 
forthrightly  testified  and  the  agony  and  expei'ience  you  have  gone 
through,  all  of  your  emi)loyees  and  your  Boaid  and  youiself  and  your 
oflicers,  the  damage  would  be  greater  now,  having  engaged  in  these 
practices,  than  it  woidd  have  been  if  you  had  just  taken  a  firm  stand 
and  stood  up  to  the  pressure  ? 

Is  it  possible  to  put  a  balance  sheet  down  in  retrospect  now?  And  I 
ask  tliis  question  simply  because  I  think  every  com]){iny  in  America 
doing  business  abroad  is  watching  this  hearing  and  will  be  looking  now 
for  advicii  and  counsel  from  someone  who  has  gone  through  the  agony 
and  boijie  the  brunt  of  it. 

GULF    IN    retrospect 

Mr.  DoRSEY.  It  is  a  very  difficult  question  for  me  to  answer  because 
I  suppose  I  have  played  both  games  or  done  both  things. 

There  have  been  mau}^  instances  where  our  company,  and  I  suppose 
many  other  companies,  coidd  have  gotten  favorable  concessions,  favr 
omble  positions,  favorable  treatment,  had  we  made  substantial  cash 
contributious  in  Swiss  banks.  I  mean,  the  opportunities  to  do  this  ar^ 
manifold. 

We  have  never  done  that.  We  have  never  done  that,  to  my  knowl- 
edge, and  I  think  that  it  is  the  sort  of  policy  that  I  inherited.  That  ap- 
parently has  been  a  loose  i)olicy  but,  neveiiheless,  a  policy  of  the  com- 
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Wnj  for  a  long  time.  I  think  that  tliat  is  probably  a  very  logical  policy 
because  I  think  tliat  there  is  no  end  to  that.  I  think  once  yon  have  suc- 
cumbed to  what  basically  is  blackjnail,  or  where  you  basically  cor- 
rupted, can  be  accused  or  corruption,  there  is  no  end  to  that  because 
basically,  tliese  things  only  happen  in  countries  where  there  is  a  sub- 
BUntial  political  instability. 

Senator  Percy.  Going  back  to  the  question,  if  you  could  turn  the 
dock  back  now,  knowing  the  dumages  to  your  company  because  of  this 
disclosure,  would  you  feel  Gulf  would  have  been  better  oflf  if  it  had 
taken  a  firm  position  it  would  not  engage  in  any  such  illegality  or  im- 
morol  activity,  knowing  what  I  know  today  I  would  have  run  whatever 
the  risks  were  at  that  time  and  suffered  what  business  you  may  have 
lost? 

;   Mr.  DoRSEY.  Yes,  sir. 

^*  Senator  Percy.  Could  you  have  fought  it  in  another  way  rather 
than  just  caving  in?  Could  you  have  through  the  State  Department, 
through  public  disclosure,  through  getting  tough  youi*self  and  tough- 
ing it  out  witli  these  people  who  weie  i)uttii^g  pi-essure  on  you,  do  you 
think  you  could  liave  minimized  and  cut  down  the  damage?  Was  there 
any  attempt  to  work  with  other  American  companies  or  other  multi- 
naiionals,  whatever  their  origin,  to  see  togetlier  if  you  could  not  stamp 
out  this  practice,  because  you  are  bidding  against  each  other,  in  a 
sense? 

^fr.  Dorsey.  No;  we  did  not  talk  to  any  other  companies  and  I 
doubt  if  we  would  do  tliat  under  any  circumstances. 

^Vs  far  as  the  American  Governmeiit  is  concerned,  you  know  until 
very  recently,  it  may  be  a  bit  of  overstatement,  but  not  too  much,  to 
Miy  that  most  American  companies  that  went  abroad  and  made  sub- 
atantinl  investments  basically  did  it  on  their  own,  and  as  far  as  the 
V£f  Government  was  concerned^  they  were  sort  of  like  motherless 
children,  they  had  to  make  their  own  way  in  the  world,  and  I  would 
point  out  to  you  the  oil  companies  were  encouraged  by  this  Govern- 
ment after  World  War  I  to  go  abi-oad  to  get  our  stake  in  the  Middle 
Bast,  to  do  all  these  things.  Immediately  after  we  got  there  we  were 
entirely  overlooked,  forgotten,  or  I  could  argue  discriminated  against. 
And  in  my  own  experience  of  working  abroad,  I  can  tell  you  that  the 
U.St  State  Department  until  very  recently,  and  the  U.S.  Congress 
fiUlier,  had  damn  little  interest  in  our  welfare.  All  at  once  everybody^ 
18  concerned  about  us,  they  want  to  help  us,  but  it  is  a  little  bit  late. 
We  have  lost  almost  what  we  have  had  abroad.  What  we  have  not  lost 
wewill  very  shortly, 

^^  STATE    DEPARTMENT    HELP 


i;  Senator  Percy.  "When  was  the  last  time  yoai  went  to  the  State  De- 
Jniartment  as  a  company  and  presented  a  problem  to  them  and  said 
five  us  your  help  in  this  area?  I  am  talking  in  the  general  area  of 
:political  pressure  and  individual  pressure  on  you  for  contributions, 
Illegal  or  immoral. 

i\Mv.  Dorsey.  Well,  I  would  say  that  the  first  time  we  have  had  any 
encourageoient  to  come  to  the  State  Depaitment  has  been  over  the 
period  of  the  last  2  or  3  years. 
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Senator  Pkrcy.  When  was  tlie  last  time  you  actually  did  go,  though 
you  said  in  tlie  past,  in  your  earlier  testimony,  you  said  you  really 
did  not  go  to  them  because  you  did  not  get  any  help  before  that,  im- 
plying you  did  go  at  one  time. 

When  did  Gulf  Oil  or  any  officer  or  employee  of  Gulf  go  to  the 
State  Department  and  ask  for  help  in  this  regard  ? 
.   Mr.  DoRSEY.  The  last  time?  ;^ 

Senator  Percy.  Yes.  | 

Mr.  DoRSEY.  I  am  sure  that  it  would  have  been  within  the  last  few] 
months.  n 

Senator  Percy.  And  what  kind  of  help  did  you  get?  What  kindl 
of  position  did  they  take  ?  j 

I  am  looking  to  reference  your  earlier  comment  that  you  did  not 
go  to  the  State  Department  in  response  to  a  question  put  to  you  be* 
cause  you  say  that  you  felt  you  would  get  no  help  whatsoever  based  on 
your  past  experience. 

Wiat  was  that  past  experience,  when  was  it,  and  who  was  it  that 
you  contacted  and  what  did  they  say  to  you  that  discouraged  you  from 
taking  the  lai-ge  cases,  $3  million  and  so  forth,  at  the  time  they  oc* 
curred  in  19G6  ? 

THREATS    OP    LOSS    OF   FOREIGN   ASSETS 

Mr.  DoRSEY.  Well,  let  me  go  back  and  answer  your  first  question. 

Over  the  past  3  or  4  years  we  have  been  obviously  threatened  with 
a  loss  of  all  of  our  foreign  assets  or  at  least  our  foreign  production. 
The  State  Department  has  talcen  a  very  active  interest  in  what  is 
going  on  and  has  invited  us  in  and  we  have  gone  to  them  on  our  own 
many  times  to  seek  their  help,  to  talk  to  them,  to  do  what  we  could^ 
but  I  say  before  that,  if  I  were  in  a  given  country  around  the  world 
and  you  had  an  investment  there,  and  you  went  to  the  Ambassador  of 
that  count I'y  witli  a  problem  you  thought  legitimate,  I  would  say  over 
the  20  or  30  years  of  my  foreign  experience  you  were  very  unlikely  to 
get  a  very  receptive  answer  or  any  expression  of  interest  on  his  pail 
so,  therefore,  you  sort  of  get  in  the  habit  of  not  going,  or  when  you 
go  you  get  platitudes.  So  I  would  think  it  has  been  only  in  the  last 
3  or  4  years  this  has  changed. 

Senator  Percy.  Pretty  hard  to  get  a  platitude,  though.  I  was  given 
a  gift  above  $50  in  a  country,  I  took  it  right  to  the  American  Ambassa- 
dor  and  said,  this  is  a  diplomatic  problem,  you  figure  out  how  to  get  rid 
of  it,  and  he  took  it  right  back  to  the  person  who  gave  it  to  me  without 
any  if 's,  and's,  or  but's.  I  figured  he  ought  to  figure  out  how  to  best  do 
it  so  as  to  least  offend  the  person,  and  he  did.  It  was  his  job  and  he  has 
done  it  before. 

When  you  were  pressured  for  $3  million,  $10  million,  to  start  with, 
would  that  not  have  been  a  significant  enough  thing  to  have  talked  to! 
the  ambassador  in  Korea?  Who  was  ambassador  at  the  time — Phil' 
Habib?  j 

Mr.  DoRSEY.  Habib  was  not  there  in  1966.  I 

Senator  Percy.  Did  you  not  feel  that  there  was  an  ambassador  of 
competence  you  could  have  taken  that  problem  to  and  discussed  it  with 
him?  Because  your  statements  are  very  demeaning  of  the  State  De- 
partment. It  is  not  the  State  Department  I  have  worked  with  and  dealt 
with  for  25  or  30  years  in  doing  business  abroad  as  well  as  a  SenatorJ 
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^1  found  tliem  reasonably  responsive  and  understanding  and  helpful 
,"  jmd  |»i*ncticiil  about  how  you  go  about  it. 

^;  Air.  DoiJSEY.  AVell,  I  simply  regret  that  that  really  has  not  been  my 
5«X|K»rience  over  a  long,  long  period  of  time,  although  I  would  hasten 
;•  fo  add  that  Phil  liabib,  in  my  opinion,  was  an  outstanding  man  when 
y.lie  was  in  Korea,  he  was  very  helpful,  and  I  have  made  that  exception 
e^tluit  we  did  get  from  the  AID  in  Korea,  we  got  a  great  deal  of  help. 
^  .  To  answer  your  question,  I  can  only  say  this :  I  do  not  know,  I  sup. 
Impose  at  first  the  decisionmaking  process  says  they  have  got  us  and  we 
■'luvc  got  to  make  the  best  deal  we  can,  we  have  got  to  pay.  I  suppose 
vl  then  reasoned  that  to  go  to  the  ambassador  of  the  United  States  and 
stnai'quaint  him  with  the  fact  that  we  feel  we  must,  would  have  been  an 
'embarrassment  to  him  and  1  would  just  as  soon  as  not  do  it. 
i.-  Senator  Percy.  I  know  when  John  McCloy  was  your  special  chair- 
'inan  in  your  committee,  he  testified  before  us,  the  London  Policy  Group 

always  received  help  from  the  U.S.  Goveriunent  to  allow  oil  com- 
.  panies  to  negotiate  as  a  group  with  the  oil  exporting  countries.  I  never 
[lieard  in  that  testimony  that  our  Government  was  impotent  and  in- 
jfipnble  of  offering  assistance  and  help  or  facing  up  to  these  problems. 

I  would  like  to  ask- 

.  Mr.  DoRSEY.  I  did  make  that  exception  that  during  the  time  McCloy 
'«nd  these  groups,  obviously,  the  State  Department  was  working  very 

closely. 

THE   KOREAN  REQUEST 

*!^  Senator  Percy.  In  the  1971  national  election  in  Korea,  you  indicated 
that  you  were  advised,  when  you  were  in  Pittsburgh,  of  the  request  for 
$1(1  million. 

;  You  said,  "a  short  while  thereafter  I  had  occasion  to  be  in  Korea," 
fiifiplying  that  there  was  some  other  business  that  was  important  and 
^irhile  you  wei'e  there,  incidentally  you  started  the  bargain  process  with 
.thcni  on  this  particular  contribution. 

i :  AVhat  was  the  nature  of  your  business,  Mr.  Dorsey,  that  took  you  to 
tKoi^a  ?  When  was  the  request  transmitted  to  you  In  Pittsburgli,  and 
iiow  soon  afterward  did  you  go  to  Korea,  what  was  the  nature  of  your 
husinoss  in  Korea,  other  than  to  discuss  with  the  party  official  this 
^contribution  request? 

I  Mr,  DoRSEY.  Well,  I  do  not  know  piecisely  at  the  time  but  I  would 
.  ffgaoss  it  pi'obably  was  within  30  or  40  days  from  the  time  I  heard  about 
:it.  and  was  there.  As  to  why  I  was  tliere,  I  am  not  sure.  Durinqr  that 
■period  of  time,  beginning  rather  early,  I  had  a  basic  responsibility  in 
jCorea  and  I  went  rather  often.  I  went  several  times  a  year.  We  always 
jjmd  interests  in  Japan  and  Taiwan  and  Hong  Kong,  many  otlier  places. 
k  Senator  Percy.  On  this  particular  trip  did  you  go  to  Japan  and  Tai- 
?iran  and  Hong  Kong  ? 

t-^  ^fr.  DoRSEY.  I  would  have  to  look  at  my  P'^vssport  to  know.  I  really 
;io  not  Icnow.  Normally,  I  did  and  I  expect  I  did  this  time.  But  as  to  why 

1  was  there,  I  cannot  say.  I  would  point  out  that  during  this  period 

I  Senator  Percy.  Was  the  trip  essentially,  though,  because  of  this 

rennet  ? 

I', Mr.  Dorsey.  No. 

1^  Senator  Percy.  Here  you  are  threatened  with  possibly  losing  vour 

lirholo  position  there,  and  a  demand,  pressing  demand  for  $10  million. 
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That  scorns  to  mo  a  rntlior  monil  issue  and  T  wondered  Avhetlicr  you 
could  not  deduce  the  real  purpose  of  your  trip  was  to  take  care  of 
this  mattei*  and  Jiandle  it,  was  it  an  incidental  part  of  your  trip?  Be- 
cause tlu\t  is  tlie  implication,  you  say  you  luid  occasion  to  be  in  Korea 
and  witness  firsthand  the  pressure  being  exerted. 

Mr.  DoRSEY.  Well,  these  are  very  difficult  things  to  remember.  I 
can  only  reason  that  in  1966  I  did  not  go  to  Korea.  In  1970  I  did.  I 
went  rather  often.  Quite  honestly,  if  I  had  to  speculate,  my  specula- 
tion would  'be  that  I  would  have  attempted  to  avoid  this  kind  of  pres- 
sui'c  because  basically,  once  they  get  to  me  on  an  issue  like  this  it 
is  do  or  die,  there  is  no  buckpassing  at  this  point. 

Senator  Pkrgy.  That  is  right. 

Mr.  DoRSKY.  So,  my  normal  instinct,  I  think,  would  have  to  be' 
avoid  it  and  let  some  other  poor  devil  out  there  take  all  the  flack  and 
fight  it  out.  So  I  might  have  had  another  very  good  reason  for  being 
there. 

Senator  Percy.  That  is  right.  And  that  is  wdiy  the  haziness  of  your 
memory  on  this  issue,  it  seems  to  me,  burned  into  your  memory  as  to 
why  you  would  take  the  initial  action  when  ordinarily  these  things 
were  done  by  other  offic-ers  in  the  company,  to  personally  intervene 
on  this  particular  matter. 

Mr.  DoRSEY.  Well,  T  did  not  intervene.  My  recollection  is  I  w^as  very 
sur])rised  that  indeed,  they  came  to  me.  I  did  not  expect  to  be.  Nor- 
mally, this  was  not  what  you  would  expect. 

Senator  Percy.  In  other  words,  you  were  in  Pittsburgh,  you  knew 
about  it,  you  went  to  Korea,  and  they  broached  it  with  ybu  before 
you  raised  the  sul)iect  with  them  ? 

Mr.  DoRSEY.  Absolutely.  I  could  not  have  been  more  shocked  and 
more  surprised  as  to  what  happened.  I  got  there  and  this  Mr.  Kim, 
who  had  to  be,  I  supj^ose,  about  as  tough  a  man  as  I  have  been  accosted 
by  in  my  life,  invited  me  out  to  his  home.  He  got  me  in  his  home  and 
I  tell  you  I  have  never  suffered  the  kind  of  abuse  I  got  from  him  that 
day.  He  left  no  question,  he  was  a  plain  rough  and  tough  fundraiser 
and  that  is  what  he  does. 

ROLE   OF   PRESIDENT   PARK 

Senator  Percy.  Did  he  at  any  time  in  that  conversation  invoke  the 
name  of  President  Park  and  indicate  that  he  was  acting  under  his 
direction?  After  all,  he  is  party  chairman  but  he  serves  at  the  will  of 
the  President,  does  he  not  ? 

Mr.  DoRSEY.  He  was  not  party  chairman,  he  was  the  fundraiser  for 
the  party.  This  is  S.  K.  Kim. 

Senator  Percy.  Pie  was  finance  chairman  ? 

Mr.  Dorse Y.  Yes,  sir. 

Senator  Percy.  Did  he  at  any  time  use  the  name  of  President  Park 
or  invoke  that  name  to  indicate  what  he  was  requesting  had  the  full 
support  and  backing  of  President  Park,  or  any  top  official  of  the 
Government  of  South  Korea  ? 

!Mr.  DoRSEY.  I  cannot  recall  that.  It  would  not  surprise  me.  If  any- 
body came  to  me  in  the  United  States,  they  would  invoke  as  high  a 
name  as  they  possibly  could  under  any  circumstances,  you  know. 
That  if  he  did  it  did  not  mean  anything  to  me. 
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'  I  was  nsked  several  years  ago — I  worked  in  a  savings  bond  program 
for  a  niunher  of  years  and  1  was  asked  to  be  national  cliainnan  one 
year  and  I  was  thinking  about  it,  innocuous  enough,  the  man  that 
culled  me  up  and  asked  me  to  do  it  said  something  very  much  like 

-'it  certainly  would  not  do  your  company  any  harm  or  something  like 
tliat.  Hell,  I  would  have  done  the  job  anyway,  I  did  not  have  to  have 

^thnt  kind  of  treatment.  Neveitheless,  this  is  what  happens.  So,  if  he 

'■  did  I  would  not  be  surprised.  I  cannot  say  whether  he  did  or  did  not. 

.{     Senator  Percy.  You  cannot  recall  whether  ho  invoked  the  name  of 

"President  Park^ 

['    ,Mr.  Dorset.  I  would  doubt  it  because  President  Park  is  held  among 

"^  all  those  people  in  his  pai-ty  and  in  his  government 

r  INVOLVEMENT    OF    OTIIi;R    COMPANIES 

^-  Senator  Percy.  You  have  knowledge  that  otlier  American  companies 
^did  make  contributions  and  that  you  were  not  just  singled  out  and 
f  being  made  the  target  to  bear  the  full  brunt  of  this  cost? 
pi    3Ir.  DoRSEY.  Well,  I  was  told  by  the  fundraiser  that  all  foreign 
^.companies  were  expected  and  I  think  he  told  me  that  some  had. 
Jfj'  Senator  Percy.  But  that  they  did  make 

PMr.  DoRSEY.  Yes,  sir. 
Senator  Percy.  He  said  to  you  they  had  made  contributions  and 
you  were  expected  to  do  the  same  thing  ? 
^S,    ^Ir.  Dorsey.  Yes,  sir. 

-^'  Senator  Percy.  Taking  into  account  tlie  Chair's  question  and  calcula- 
tion as  to  how  much  this  might  have  amounted  to,  assuming  that 
:  would  be  a  huge  sum  here  in  this  country,  certainly  almost  as  big  in 
^itself  as  any  political  campaign  before  the  1972  campaign,  which 
breached  proportions  that  are  new  highs,  or  lows — [Laughter.]  [Con- 
tinuing]— $25  or  $30  million  could  not  possibly  be  spent,  and  anyone 
''out  tliere  observing  it  and  observing  tlie  i^rocess,  and  I  have  been  there 
'a number  of  times,  would  know  that  that  money  was  not  spent  for  the 
political  Democratic  Republican  process  of  electing  President  Park 
or  electing  anyone  who  had  the  kind  of  control  that  he  had  when  he 
did  not  even  permit  opposition. 

Did  you  suspect  or  feel  that  pay-offs  were  being  made  and  part  of 
this  money  was  being  used  for  officials  and  individual  bribes  in  a 
sense,  or  contributions  to  individuals  ? 
yir.  Dorsey.  No,  I  certainly  had  no  reason  to  believe  that. 


■  Senator  Percy.  Has  Gulf  at  any  time  ever  made  a  monetary  con- 
tribution to  an  official  of  another  government  or  a  party  official  or  a 
wife  or  spouse,  as  it  is  frequently  done  in  some  Asian  countries?  You 
do  it  to  the  wife,  not  to  the  principal  himself . 

;  Has  Gulf  ever  made  a  contribution  to  an  individual  of  that  kind 
of  any  significance  other  than  the  helicopter  that  you  have  ali-eady 
te.stifiedto? 

^fr.  Dorsey.  Other  thtin  that,  to  my  knowledge,  no. 
'    Senator  Percy.  No  individual  contribution. 
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DISTIUBUTIOX   OF  GULF  S   CONITUBUTION 

AVhat,  Mr.  Doi-scy,  was  your  feeling  as  to  how  much  of  this  $10 
luilliou  request,  $;i  million  actually  paid,  went  into  the  party  collers 
unil  how  much  wejit  into  someone's  pocket?  })\d  you  suspect  pait  of 
the  political  request  was  in  accordance  with  the  customs  and  mores 
of  the  country '? 

Mr.  DoKSKY.  I  certainly  have  no  way  of  knowing.  I  would  say  this. 
That,  as  far  as  I  know,  we  did  not  suli'er  what  seems  to  be  the  normal 
sort  of  harassment  of,  you  have  got  to  do  a  little  something  for  the 
custom  man  to  get  certain  things  done.  As  far  as  I  know,  this  had 
not  happened  in  Korea. 

BARGAINING  WITH   MR.   KIM 

Senator  Percy.  You  said  in  your  testimony  you  had  two  discussions 
with  an  official  of  the  party  and  you  flatly  rejected  both  the  mtensity 
of  the  pressure  being  ap])lied  and  the  amount  ilemanded.  You  bar- 
gained them  down  from  $10  million  to  $8  million. 

What  reascming  did  you  use  and  did  you  attempt  to  get  it  down  to 
zero  aiid  take  a  position  during  the  course  of  the  heated  conversation 
with  Mr.  Kim  that  you  were  not  going  to  pay  anything,  or  was  it  just 
a  question  of  bar-gaining  as  to  how  nuich  it  was  going  to  be,  not  wdiether 
the  contribution  was  to  be  made  ? 

Mr.  DonsKY.  T  am  afraid  I  had  made  np  my  mind  by  that  time  we 
were  damn  well  going  to  pay  something.  I  was  simply  trying  to  reduce 
the  amount. 

Senator  Percy.  You  were  bargaining  on  the  amount. 

THE  PUBLIC  EDUCATION  FUND 

Finally,  because  I  would  like  to  yield  to  Senator  Clark  and  then 
come  back — I  would  like  to  i\sk  on  the  contribution  of  $50,000  that 
you  indicated  that  had  l)een  set  up  in  a  fund,  and  that  a  part  of  that 
was  used  or  it  was  set  up  for  the  jiurpose  of  public  relations  expenses, 
was  the  name  Gulf  Oil,  did  the  name  Gulf  Oil  ever  appear  on  any 
publicity  releases  or  advertisements  or  public  information  put  out  for 
that  $50,000  expenditure? 

Mr.  DoRSKY.  I  do  not  think  so.  T  am  not  aware  of  it  if  it  did. 

Senator  Percy.  Can  you  furnish  to  this  subcommittee  exhibits  as 
to  the  type  of  ads,  the  type  of  ])ublicity  release,  public  information, 
that  went  out  as  a  result  of  your  expenditures  ? 

Mr.  DoRSKY.  Yes,  I  said  w^e  would  give  everything  on  this  subject 
that  we  can  find. 

Senator  Pfj^cy.  All  riglit.  Fine. 

Senator  Church.  Senator  Clark. 

Senator  Ct^\rk.  Thank  you,  Mr.  Chairman. 

LAUNDERING  OF  THE   FUNDS 

Mr.  Doi-s<\v,  is  it  fair  to  say  that  Gulf  Oil  Coi-p.  violated  the  laws 
of  Korea  and  the  ITnited  States  in  making  political  contributions  in 
the  amount  of  about  $10  million,  and  that  you  laundered  that  money 
through  a  Bahamas  company  so  it  would  not  be  easily  discovered? 
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^  Is  tliat  all  fair,  in  your  judginent,  to  say  and,  if  not,  which  part  is 

1«*    Afr.  DoRSEV.  Well,  it  is  a  rather  compi-ehensivc  question. 

«::!     I  testified  liere  today  to  about  $5  million  that  went  abroad  that 

f  larfJTcly  went  through  t'lie  Bahamas  coi'poration  that  was  not  illegal 

"^  in  the  United  States  and  apparently  was  illegal,  some  of  it,  where  Jt 

j^;  was  spent,  yes. 

*<^    As  to  the  amount  of  money,  the  rest  of  the  $10  million,  I  know  what 

!?  the  investigation  has  turned  up,  and  that  is  that  around  $5  million,  the 

:|  jeinninder  of  it,  was  spent  in  the  United  States  for  political  reasons. 

gj    Senator  Ci^hk.  That  was  illegal,  was  it  not  ? 

'^M.   Afr.  DoRSEY.  It  appealed  a  large  part  of  it,  but  I  was  not  sure  en- 

,^-tiivly  that  the  rest  of  it  was. 

i|';    Senator  Clark.  Your  testimony  on  page  2  says  $10.3  million  of 

'I  corporate  funds. 

^.    I  assume  all  corporate  funds  that  are  contributed  in  the  United 

?S^at*»s  are  illegal  ? 

^\     Air.  DoRSEY.  I  do  not  think  they  were  all  contributions. 

;      Senator  Clark.  I  see.  . 

i.d  Ixt  us  change  that  to  say,  is  it  fair  to  say  that  the  Gulf  Oil  Co. 

;VTiolated  the  laws  in  Korea  and  the  United  States. to  make  political 

'contributions  and  laundered  it  through  a  Bahamas  company?  Is  that 

Utir? 

■i'f  Afr.  DoRSEY.  Well,  I  think  it  is  fair  they  made  illegal  contributions. 

*"  liiundering  is  your  phrase.  I  am  not  sure  what  I  know— — 

Senator  Cl.\rk.  Why  did  you  put  it  through  tliQ  Bahamas  company 
;  inther  than  make  it  direct  ? 
-*   Mr.  DoRSEY.  Yes,  sir.  .-  .       , 

OTHER   corporations'   CONTRTDUTIONS 

Senator  Clark.  Now  do  you  think  that  your  multinational  corpo- 
'  |«tion  is  any  worse  or  any  different  in  that  practice,  or  do  most  of  them 
/do  it,  in  your  j  udgment  ? 

fr    Mr.  DoRSEY.  Well,  I  would  like  to  think  that  we  are  a  lot  worse  but 
fido  not  have  any  good  reason  to  think  that. 

Senator  Clark.  I  think  you  are  right,  it  is  very  common  practice. 

VIOLATIONS  OF  EXISTING  LAWS 

I  would  just  like  to  ask  you  about  three  or  four  statements  or  com- 
ments in  your  testimony  and  just  ask  you  to  turn  to  those  so  we  are 
talking  about  the  same  point. 

'.  First,  on  page  20,  the  very  bottom  of  the  page,  the  last  paragraph. 
You  are  speaking  here  to  tlie  committee.  Our  chairman  raised  this 
j)oint  and  I  think  Senator  Percy  did  also.  You  are  speaking  to  the  com- 
mittee and  say : 

i-  But  you  can  help  us  and  many  other  multinational  companies  which  are  con- 
fronted with  this  problem  by  enacting  legislation  that  would  outlaw  any  foreign 
contributions  by  any  American  company,  Sucli  a  statute  on  our  boolcs  would 
Diake  it  easier  to  resist  the  very  intensive  pressures  which  are  placed  upon 
xkA  from  time  to  time.  If  we  can  cite  our  law  which  says  that  ve  .lust  may  not 
'  do  It,  we  would  be  in  a  better  position  to  resist  these  pressures  and  to  refuse  the 
rHiucsts. 
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But  in  point  of  fact,  you  liave  already  violated  both  American  law 
and  ]vorean  law.  What  would  one  more  law  mean  to  you  in  this  respect? 
Why  would  that  lielp  you '? 

^fr.  DoKSEY.  I  am  not  speaking  to  the  U.S.  matter,  I  am  speaking 
to  the  foreign  matter. 

Senator  Clai^k.  You  violated  U.S.  law  in  your  contribution  to  the 
Committee  to  Ee-Elect  the  President. 

Mr.  Dorset.  Are  you  saying  I  am  a  rascal  and  no  matter  wliat 

Senator  Clark.  I  am  saying  I  am  curious  why  one  more  law  would 
be  more  effective  than  the  laws  that  are  already  on  the  books,  which 
you  openly  admit  you  violated  ? 

Mr.  DoRSKV.  Because  there  is  no  law,  no  U.S.  law  that  says  our  con- 
tribution to  Korea  was  illegal  in  the  United  States. 

Senator  Clark.  You  aiv  saying  you  would  be  more  apt  to  abide  by 
that  h\\  than  the  law  that  forbids  corporate  contributions  to  American 
parties? 

^fr.  DoRSKY.  We  aie  constrained  by  many  U.S.  laws  about  what  we 
do  abroad  and  as  fai*  as  I  know,  we  have  honored  every  one  of  them. 

Senator  Clark.  You  did  not  honor  the  Korean  law. 

Mr.  Dorset.  The  Korean  law,  as  far  as  I  was  concerned  at  that 
time,  I  was  under  the  impression,  as  I  testified  when  I  was  here  last 
tim(^^ — T  was  under  the  impression  and  it  seemed  to  be  a  very  difficult 
law  to  interpret,  and  thait  is  not  only  true  of  Korea,  it  is  very  true 
if  you  go* to  Japan  or  Taiwan.  If  you  try  to  interpret  their  laws  you 
can  gL't  into  some  very  confused  areas. 

Senator  Clark.  You  interpreted  it  in  your  testimony  to  have  been  a 
violation  of  the  Korean  law  ? 

Mr.  Skamans.  May  I  interject?  T  think  his  testimony,  including  his 
executive  testimony,  was  he  did  not  know  it  then  but  has  since  been 
advised  there  are  opinions  that  way.  And  may  I  help  if  I  say  it  is 
not  only  difficult  to  initerpret,  it  is  difficult  to  find  when  you  are  looking 
foi- 

Senator  Ci^rk.  Do  you  have  some  question  about  the  legality  of  that 
contribution  under  Korean  law  now  ? 

Mr.  Seamans.  We  have  been  advised  by  people  who  are  probably 
closer  than  we,  it  is  illegal. 

Senator  Clark.  And  you  ^vonld  subscribe  to  the  idea  that  ignorance 
of  the  law  is  no  reason  ? 

^fr.  Seamans.  I  am  merely  pointing  to  the  practical  problem.  If 
he  had  asked  for  our  law  office  to  find  the  legality  of  the  Korean  situa- 
tion we  would  not  have  known  where  to  look. 

Senator  Cr^RK.  Let  me  ask  you  about  page  14,  in  the  middle  of  the 
page.  In  the  very  middle  you  say,  I  believed  at  the  time  that  such  a 
contribution  was  both  proper  and  legal  under  both  American  and 
Korean  law.  I  have  recently  been  advised  that  they  w^ere  in  fact  in 
violation  of  the  Korean  statute. 

So  you  do  believe  in  fact  that  they  are  a  violation  of  Korean  statute 
now  ? 

Mr.  Dorset.  Of  cx)urse. 

Senator  Clark.  I  wanted  to  be  sure  that  was  established. 

Page  12,  middle  of  paragraph,  first  three  sentences;  bear  with  me 
while  I  read  this. 
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\^'-  U  was  this  background  that  gave  rise  to  tlie  deinaml  in  1960  tl»at  the  compan.v 
('•Bake  a  8nl»stantiul  contribution  to  tlie  campaign  of  tl»e  Democratic  Republican 
Tarty,  wliich  was  tJien  and  still  is  tlie  ruling  party  in  South  Korea.  Our  inveati- 
pitlon  Indicates  tliat  the  demand  was  made  by  a  high  party  oflicial  and  was 
acxniiupanlcd  by  pressure  which  left  little  to  the  imagination  as  to  what  would 
4)Ci*ur  if  the  company  would  choose  to  turn  its  back  on  the  '  equest.  At  tliat  time 
ttie  company  Imd  already  made  a  huge  investment  in  Korea. 

^■-    Do  you  interpret  that  payment  to  have  been  a  contribution  or  a 

.  bri!)e? 

I'L^  ^^^''  Dorset.  A  politici\l  contribution. 

^y    Senator  Clark.  To  the  Democratic  Republican  Party  ? 

£i  Mr.  Dorset.  Yes,  sir. 

**:   Senator  Clark.  Now,  you  discussed  witli  Senator  Symington  about 

>^the  democi-atic  development  of  South  Korea  and  talked  aljout  con- 

^  tribufing  to  that,  and  in  fact  was  not  your  illegal  contribution  an 

|.^ interference  in  that  democratic  process? 

v.    Mr.  Dorset.  I  would  have  to  admit  that  now,  yes. 

f     •  SUPPORT  OF  THE  DEMOCRATIC  REPUBLICAN  PARTT 

0,,  Senator  Clark.  And  I  was  interested  in  why  you  feel  that  the  Demo- 
ivjfmtic  Kepublican  Party  is  more  democratic  t^ian  the  New  Democratic 
j^  Pai-ty  whom  they  opposed  and  in  a  very  close  election?  Why  did  you 
k  Kiipport  the  Democratic  Republican  Party  rather  than  tlie  New  Demo- 
iVcra tic  Party? 

Y  Mr.  Dorset.  Well,  I  suppose  as  a  matter  of  pragmatism  this  was 
t  the  party  that  was  in  power  when  we  came  into  the  country  when  we 
IrHiade  our  investments.  There  was  evei-y  indication  that  they  were  a 
Klpowerful  party  and  that  they  probably  would  be  i*eelected,  but  I  guess 
^i.  most  of  all,  you  have  got  to  undei-stand  this — or  at  least  I  would  ask 
frt'"  you  to.  Against  a  background  of  any  foreign  country,  any  American 
I?  company  living  abroad,  working  abroad  outside  of  certain  areas  like 
g  most  of  Western  Europe,  you  really  are  there  by  sufference  and  that 
•t  is  made  clear  to  you  in  subtle  ways.  You  are  made  to  feel  that  from 
%i\\e  time  you  got  there  and  as  I  say,  the  more  investment  you  make  the 
|.  moi-e  you  are  given  subtlety  to  understand  it. 

1^  Senator  Clark.  Well,  as  you  may  know,  the  Democratic  Republican 
I  Party  won  that  election  by  only  5i  percent.  It  is  conceivable,  it' seems 
j'to  me,  that  your  contribution  may  have  made  the  difference.  Do  you 
fetliink  that  is  possible  ? 

p  Mr.  Dorset.  Statistically  I  would  have  to  admit  you  are  right. 
||t  Senator  Clark.  But  you  do  not  feel  anj^  more  strongly,  your  com- 
;%pany  or  you,  or  whoever  made  the  determination,  that  the  party  you 
^supported  was  any  more  democratic  or  has  any  better  tradition  than 
f  the  party  you  did  not  support.  You  did  it,  I  assume,  out  of  the  interest 
of  your  stockholders? 

Mr.  Dorset.  Exactly. 

Senator  Clark.  Now  I  have  only  two  more  questions. 

.*-  preserving    INVESTMENT   IN    SHAREHOLDER'S    INTEREST 

£  First,  on  page  10,  middle  paragraph,  it  is  really  a  little  more  on 
what  Ave  were  just  talking  about.  You  say — this  is  in  the  middle  para- 
graph down  in  the  second  sentence — "I  felt  at  the  time  and  under  the 
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pi'etr^sure  ap[)lied  that  T  liad  taken  tlie  riglit  course  in  order  to  preserve 
our  investment  in  our  shareholders*  interest." 

You  rej)eat  that  again  on  the  bottom  of  page  12  by  simply  saying, 
"*!  carefully  weighed  demand  for  contribution  in  that  light  and  my 
decision  to  make  contiibution  of  $1  million  was  based  upon  what 
I  sincerely  considered  to  be  in.  the  best  interest  of  the  company  and 
its  shareholders."  This  was  the  sole  basis  of  your  decision;  I  assume 
it  was  not  something  that  had  to  do  with  the  national  interest  of  the 
United  States.  That,  I  assume,  is  not  your  responsibility.  You  make 
decisions  on  these  contributions  solely  on  profit  motives  for  the  stock- 
holders' interest,  is  that  correct  ? 

Mr.  DoRSKY.  Exactly  right. 

Senator  Clakk.  I  think  Senator  Symington  referred  to  a  couple  of 
studies  of  multinational  corporations  in  which  that  point  is  made 
over  and  over  again,  and  I  think  you  are  quite  right  in  saying  that. 

I  have  two  more  questions. 

THE    NATIONAL    INTEREST 

One,  if  you  turn  to  page  9,  again  something  Senator  Symington 
read,  at  the  top  of  the  i)age,  an  interesting  philosophical  statement, 
which  I  believe  again  represents  accurately  the 

Senator  Percy.  Senator  Clark,  the  last  comment  you  made,  if  you 
would  not  mind,  it  bothers  me  a  little  bit. 

Senator  ClapvK.  ]  really  not  only  made  it 

Senator  Percy.  I  am  not  a  spokesman  for  multinational  corpora- 
tions but  I  caimot  believe  that  any  board  rooms  when  decisions  ai-e 
made,  many  times  what  the  national  interest  is  comes  uj)  as  a  pai'a- 
mount  consideration  and  that  they  many  times  make  decisions  based 
upon  the  national  interest. 

I  can  recall  in  195-i  debating  this  with  my  board  as  to  whether  I 
support  the  tariff  policy  of  my  industry,  which  was  a  high  tariff,  or  go 
for  what  we  wanted  as  a  Nation,  reciprocal  reductions,  includingr 
everything  that  we  manufactured,  and  we  decided  and  the  board 
decided  that  we  could  not  put  the  company's  interest  out  ahead  of  the 
country's  interest.  We  had  to  adjust  and  not  ask  the  country,  and 
I  cannot  help  but  believe  tliat  same  debate  goes  on  many,  many  times 
and  really  should,  and  I  would  not  want  the  implication  left  that 
we  would  condone  a  company  not  taking  into  account  their  own  coun- 
try's national  interest  in  a  decision  they  make  and  only  the  profit 
motive  should  govern  their  decision. 

I  do  not  think  you  meant  to  imply  that  at  all,  but  I  felt  that  the 
record  might  stand  that  way  and  I  want  to  give  you  a  chance  to  just 
comment  on  it. 

COMPANIES  OPETUTE  FOR  SHAREHOLDER  RATHER  ITIAN  NATIONAL  INTEREST 

Senatoi*  Clark.  T  certainly  do  not  question  that  the  shareholders  or 
the  hoard  discusses  the  national  interest.  I  was  simply  trying  to 
establish  it  is  their  job,  and  I  think  Mr.  Dorsey  just  confirmed  that, 
to  operate  their  company  in  the  interest  of  the  shareholders,  not  in 
the  national  interest.  That  is  not  their  responsibility  to  determine 
what  the  national  interest  is.  It  is  the  board  of  directors'  position  to 
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determine  wliat  the  sliareholders"  interests  are,  that  is  their  responsi- 
bility, and  that  is  the  basis,  I  thinJc  Mr.  Dorsey  lias  testified  upon 
which  this  contribution  was  made.  If  I  am  inaccurate  in  that,  Mr. 
Dorsey,  I  would  like  to  have  you  correct  me. 

\    Mr.  DoHSEY.  No,  no,  I  quite  agree  witli  that,  that  is  preci^ly  what 
Isiiid,  passing  no  judgment  one  way  or  the  other  about  the  national 

interest  of  the  United  btates. 
•.' 

t,,v       CHANGING   MOllAL  AND   CULTURAL  STANDARDS   OF  THE   WORLD 

♦  Senator  Clark.  Top  of  page  9,  I  think  I  would  not  read  this  all, 
Vjust  a  couple  of  sentences : 

I    "There  is  no  universal  ethical  absolute. 

f,    "In  the  course  of  your  responsibilities  as  United  States  Senators, 

fmostof  you  have  travelled  all  around  the  world." 

is-,    Wien  you  talk  in  that  first  paragraph  about  the  changing  moral  and 

^cultural  standards  in  the  world,  is  the  purpose  of  this  paragraph  to 

point  out  in  part  you  adjust  to  the  morality  of  the  country  that  you 
,  oiHjnite  in,  you  do  in  Rome  as  the  Romans  do?  What  is  the  purpose  of 
^ahat  paragraph? 

?  Afr.  Dorsey.  Well,  that  may  be  putting  it  a  little  bit  bluntly  but 
.nrtually,  that  quotation  is  a  pejorative  quotation,  if  I  may  say  so. 

I  think  on  the  other  hand,  it  can  be  said  if  you  are  going  to  do  businei-s 
'  in  any  foreign  country  that  you  really  are  going  to  do  business  within 
-the  ambience  that  exists  there  within  the  culture  and  mores,  and  tliat 

•  Is  right  and  you  had  best  understand  it  when  you  get  there  and  even 
;  then  you  will  be  surprised. 

|J  ADJUSTING  ETHICAL   STANDARDS 

Senator  Clark.  So  multinational  corporations,  I  agree  with  what 

you  are  saying,  do  adjust  their  ethical  standards  and  morality  to  fit 

tlie  condition  in  which  they  operate,  just  as  they  do  the  economies  in 

V  which  they  operate,  or  any  other  part  of  that  country's  operation. 

J  You  could  not  operate  otherwise,  could  you  ? 

Mr.  Dorsey.  I  think  that  is  correct,  you  could  not. 

%',  PROarOTION  OF  THE   ARAB   CAUSE 

J:.  Senator  Clark.  The  last  question.  Senator  Church's  question  on 
■  your  activity  in  the  Middle  East,  on  page  17,  middle  of  the  second  sen- 
itence,  you  say,  "It  appears  that  the  amount  was  made  available 
rJ  through  the  First  National  City  Bank,  Beirut,  Lebanon,  for  the  pur- 
?])ose  of  helping  to  defray  the  expenses  of  a  pulilic  education  program 
i endeavoring  to  bring  about  a  better  undei-standing  in  America  of  the 
|>\rab-Israeli  conflict." 

;*,    And  that  you  have  testified,  I  think,  from  the  Arab  point  of  view. 
f  ,  Mr.  Dorset.  Exactly. 

Senator  Clark.  Is  it  fair  to  say  that  you  were  promoting  the  Arab 
^ieause  to  better  your  relations  with  the  Arab  or  oil  producing  coun- 
>  tries,  again  in  the  interest  of  your  shareholders,  or  did  you  have  other 
'^motives? 

^  Mr.  Dorset.  I  think  this  might  be  one  case  where  our  interest  coin- 
?<ricled  with  that  of  the  United  States.  There  were  really  billions  of 


819 


barrels  of  oil  and  we  are  now  paying  the  price  really,  for  lack  of 
attention  tlieie,  I  think. 

Senator  Ci.ark.  Again,  your  decision  was  not  based  on  that,  it  was 
based  on  shareholders'  ijiterest,  not  on  the  interest  of  the  United 
States? 

Mr.  DoKSEV.  It  was  based  on  the  shai'eholder  interest. 

Senator  Clakk.  You  undeitook  tliose  expenditures  because  you  felt 
it  was  in  the  best  economic  interest  of  your  corj)oration  ? 

Mrl  ]X)RSEY.  Just  as  if  we  had  in  Yugoslavia  and  they  wanted  to 
have  an  exhibit  in  the  World's  Fair,  they  might  have  asked  us  for  a 
contribution  to  put  it  on  and  we  piobably  would  have  done  it. 

Senator  Clahk.  If  that  had  been  to  promote  the  Tito  Govermnent 
of  Yugoslavia 

Mr.  T)ou8Kv.  I  did  not  sa>^  that,  you  are  saying  things  I  am  not. 

Senator  CLAinc.  I  am  asking 

Ml*.  DoRSEY.  I'hat  was  not  the  example  that  I  used.  Let  us  get  away 
from  the  Tito  government. 

Senator  Clakk.  OK.  I  think  you  have  been  most  direct  and  respon- 
sive and  I  a])preciate  it. 

Senator  Chuhcji.  Senator  Clark  requested  permission  of  tlie  Chair 
to  read  a  sentence  or  two  into  the  lecord. 

TIJE   WASIIINOTON   TOST   ARTICLE 

Senator  Clark.  I  thought  it  might  be  appropriate  in  relation  to  the 
contribution  to  the  Democi-atic  Republican  Party,  the  government  of 
^fr.  Park,  to  simply  read  the  first  sentence  from  the  Washington  Post 
front  ])age  stoi*y  of  last  Wednesday,  May  14  Avhich  says,  "South  Korea 
President  Pai-k  Chung  ITee  issued  a  sweeping  presidential  edict  today 
banning  vii'tually  all  intei-nal  dissent  on  throat  of  prison  terms  of  up 
to  1 5  years." 

Thank  you,  Mr.  Chairman. 

Senator  CnuRriL  Well,  that  eliminates  the  problem  of  further  cam- 
])i\\prn  contributions. 

Senatoi'  Cf^ahk.  It  slundd. 

THE    GULF    TNVESTAIENT    IN    KOREA 

Soiuitor  CiiTiRCiT.  Afr.  Dorsey,  can  you  briefly  describe  for  the 
record,  the  natui-e  and  extent  of  the  Gulf  investment  in  Korea? 

Mr.  Dorset.  T  am  soii'v.  I  could  not  hear  for  the  noise. 

Senator  Cirirju-u.  Would  vou  i)lease  describe  for  the  record,  the 
Gulf  Oil  Co.'s  investmcMit  in  Korea  ? 

]Nrr.  DoRSEv.  I  can  tri\'e  it  to  you  in  ariv  amount  of  detail  you  want. 

Senator  CiiiiRcir.  Give  us  some  idea  of  its  nature  and  its  size. 

'Mv.  DoRSEV.  We  went  in  in  1908  and  invested  $25  million  in  a  half 
interest  in  p  rather  small  refinery.  Our  partner  was  the  Government. 
It  was  the  fiist  refinery  built  in  ithat  country  and  it  basically  satisfied 
their  demand  at  the  time. 

They  had  an  increase  in  GNP  that  was  phenomenal,  had  an  increase 
in  energv  re(|uirement  that  was  unbelievable,  even  more  than  that  of 
Janan.  So  that  over  a  matter  of  6  or  7  or  8  years  this  had  grown,  this 
25.000  bai'iels  a  day  of  pi'oduct  made,  had  growm  bv  a  factor  of  10 
or  11.  So,  between  1903  and  1970  our  refining  capacity  went  from — 
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ours  and  the  Governments — went  from  25,000  barrels  a  day  to  250,000 
bfirrels,  and  we  increased  tenfold. 

In  (lie  meantime,  tAVO  other  oil  companies  had  come  in  and  built 

bi^  refineries  themselves.  We  were  building,  wo  were  involved  with 

r  the  Government  in   a  feililizer  plant  so  tliey  would  not  have  to 

,  iinpoi-t  fertilizer,  at  the  strono;  recommendation  of  U.S.  AID  anthor- 

.. ities  and  A^i'iculturo.  We  had  been  sort  of  persuaded  to  expand  into 

the  petrocliemicals.  We  made  rather  large  investments  there  to  help 

llieni  out  as  much  as  anything  else,  I  suppose.  We  engaged  in  a  large 

shipbuilding  program  in  Korea.  We  got  competitive  prices,  but  a 

lar<ro  shipbuilding  progiam.  In  another  rather  common  practice,  in 

order  to  enable  other  industries  and  big  users  of  energy  to  ex])and  we 

hiid  loaned  money  in  to  the  cemejit  industry  and  power  industry,  a 

Tfry  common  pi-actice.  So  that  in  about  7  or  8  years  we  had  gone 

from   nn   investment  of  $25   million  to  an  overall   investment  and 

fX|)osure  in  excess  of  $300  million. 

U.S.    GOVERNMENT    INSURANCE 

Senator  Ciiuiinr.  And  how  much  of  that  $300  million  is  covered 
bv  insurance  furnished  to  you  by  the  Government  of  the  United 
Sintes? 

Mr.  DoRSKY.  I  do  not  know  at  the  moment.  It  has  varied  because 
the  United  States  has  varied  its  policies  and  rules  over  the  period  of 
time.  Tt  could  be  zei-o  at  the  moment.  I  do  not  know  but  I  would  be 
^lad  to  furnish  the  information.  I  know  OPIC.  I  talked  with  thein 
some  2  vears  ago  and  had  the  impression  we  did  not  have  a  gi'eat 
deal  at  that  time. 

.  Senator  Churcti.  We  have  partial  information  but  we  do  not  have 
the  complete  information  about  the  curroit  risk  exposure  of  tlie  U.S. 
Governnjent  with  respect  to  this  investment. 

AVe  would  a))preciate  it  if  your  company  would  furnish  us  with 
ruri-ent  and  complete  information. 

[The  infoi'mation  referred  to  follows :] 

Section    A — Gulf's    Investments    in    Korea — Those    Carrying    AID/OPIC 

Coverage 

.  1.  Korea  Oil  Corp. 

p-,:r    .     •  A.    INVESTMENT 

*KquUy 

r     (n  $4.8  million  under  Stock  Subscription  Agreement  dated  Sept.  23,  1963 — 
> fnr  25%  equity  of  KOCO. 

^     (2)  $25  million  under  Second  Stock  Subscription  Agreement  dated  June  19, 
|1l070  by  which  Gulf's  equity  in  KOCO  increased  to  50%. 

C    120  million  under  Agreement  dated  9/23/63  $30  million  under  loan  Agree- 

fawnts  dated  Aug.  3. 1967. 

t    $25.1  million  under  loan  Agreements  dated  June  19, 1970. 

tUieoffunils 

^    TTnder  1903  agreements — construction  of  refinery. 

'     TTnder  1967  agreements — construction  of  Naptha  cracker,  terminal  and  buoy 
fticilities. 
Under  1970  agreements — expansion  of  refinery. 
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M.  Ol'lC    COVEKAGK 

TUe  maximuiu  coverage*  wuh  tiikeii  during  the  period  1964  to  1970,  The  maxi- 
mum coveriige  allowuhle  for  equity  investments  was  200%  for  inconvertihiiity  and 
expropriaticm  and  100%  for  war  risi:.  Gulf  readied  an  understanding  with  OPIC, 
which  is  contained  in  a  letter  agreement  dated  Marcli,  1917,  whereby  Ol'IO  in- 
surance would  lie  available  for  its  investments  in  the  refinery  expansion  provid* 
ing  a  retiuction  took  place  in  the  amount  of  OPIC  insurance  for  Gulf's  existing 
investments  in  Korea. 

In  1972  and  1973,  the  maximum  amount  of  OPIC  coverage  selected  by  Gulf 
was  substantially  reduced  in  accordance  with  a  new  corporate  policy.  This  policy 
stated  tiiat  the  following  amounts  of  insurance  sliould  be  pure-hashed  : 

(1)  to  cover  the  risk  of  inconvertibility — three  years  expected  dividends  for 
Gulf's  equity  investment  and  the  sum  of  three  years  payments  of  principal  plus 
Interest  on  Gulfs  loans  to  Korean  comi)anies. 

(2)  to  cover  risk  of  exproi)riation — a  nominal  amount  which  would  be  suf- 
ficient to  involve  OPIC  in  any  dispute  with  the  Government  of  Korea. 

(3)  to  cover  war  risk— In  order  to  cover  the  risk  of  sabotage,  the  amount  of 
current  coverage  taken  corre.si)onded  to  the  cost  of  the  most  expensive  single 
piece  of  e<iuipment  Isi  the  refinery  complex.  The  maximum  amount  selected  cor- 
responded to  the  celli?^g  established  \inder  the  01*10  contract. 

In  197-1/1975,  due  to  the  deteriorating  balance  of  payments  and  economic 
Kiiuation  in  Korea,  the  amount  of  insurance  plact*d  under  the  Current  Section 
of  the  OPIC  co'itract  corresponded  to  the  ^laximum  amount  of  insurjince  that 
Gulf  could  obtain.  This  situation  differed  to  some  extent  from  earlier  years, 
^^here  the  maximum  Insurance  was  divided  between  the  Current  and  Standby 
Secticms  of  the  contract.  At  the  beginning  of  each  contract  year,  we  decide 
internally  how  much  of  the  nmxlmum  insurance  should  be  placed  in  the  Current 
Section  and  how  much  in  the  Standby  Section.  The  amount  of  any  claim  against 
UPIC  is  limited  to  the  amount  in  the  Current  Section. 

2.  Chinhac  Chemical  Company 

A.    INVESTMENT 

Gulf  Oil  (Great  Britain)  Ltd.,  a  wholly-owned  subsidiary  of  Gulf  Oil  Cor- 
l)oration,  which  is  incorporated  in  the  Unite<l  Kingdom,  purchased  50%  of 
the  shares  of  Chinhae  for  $10.5  million  under  a  Stock  Subscription  Contract 
dated  July  7.  1965.  On  December  23,  1974,  Gulf  Oil  (Great  Britain)  (GOGB) 
sold  50%  of  its  50%  interest  to  International  Minerals  and  Chemical  Company. 

AID  made  a  loan  of  the  Republic  of  Korea  in  the  amount  of  $24.6  million 
under  an  Agreement  dated  June  11,  1965.  The  Republic  of  Korea,  in  turn,  lent 
Chinhae  an  equivalent  amount  in  Korean  currency. 

B.    OPIC    COVEBAGE 

The  extent  of  OPIC  coverage  taken  by  GOGB  and  the  rationale  behind  such 
coverage  corresponds  very  closely  to  that  of  Gulf  Oil  Corporation's  equity  in- 
vestment in  Korea  Oil  Corporation,  namely,  maximum  coverage  years  1905 
through  1970,  a  substantial  reduction  in  accordance  with  our  agreement  with 
OPIC  of  March,  1971  and  a  further  reduction  in  1972/1973  in  accordance  with 
the  new  cori>orate  policy. 

In  December,  1974,  the  purchaser  of  GOGB's  shares  acquired,  with  the  con- 
sent of  OPIC.  50%  of  (JOGB's  OPIC  coverage. 


35-283  0-78-53 


822 


''■3  Quit  Oil  Corporation  Loans  to  Companies  Which  Are  In  No  Way  Related 

'  To  Gulf 

'^•All  the  loans  mentioned  below  were  made  as  an  incentive  for  the  borrower 
ii  niter  iulu  loug-t*?rm  fuel  oil  purchase  contracts  witli  Korea  Oil  Corporation, 
vbu  In  turn  purchased  the  crude  oil  from  (Julf. 

I.  is  nilllion  to   Ssang   Yong  Cement  Company   under  an  agreement  dated 

Jolx  T.  JDW). 

II.  $5  million  to  Tonghae  Electric  Company  under  an  agreement  dated  July  30, 

ill.  $30  niilliou  to  Korea  Electric  Company  under  an  agreement  dated  Febru- 
wn  27.  lOO'J. 

i  OPIC    COVEKAGE 

^'iln  1000  and  1970  the  maximum  amount  of  OPIC  insurance  was  obtained  for 
^'thmt  loans.  Tliis  insurance  eucomi>assed  convertibility,  expropriation  and  war 
^  ri»k  average.  Under  the  Marcli,  11)71  agreement  with  OPKJ,  tlie  insurance  was 
'fwliiiv<l  to  cover  inconvertiliility  only.  Tlie  amounts  of  ins\uance  taken  was 
'mlucttl  In  1073  in  accordance  with  the  previously  described  corporate  policy. 
?TW  aniounta  included  in  the  Curient  Section  of  Die  contracts  were  increased 
'lothr  utaximum  possible  in  1075  as  a  result  of  deteriorating  balance  of  payments 
^jMMrition  of  Korea. 

C   Skction  B — Gulf  Imvestments/Loans  in  Korea  Which  Do  Not  Carry 

r-^  OPIC  Insurance 

f/ 

iff,;  1.    A-JIN    CHEMICAL    COMPANY,    LTD. 

S\  Under  agreement  signed  May  5,  1000,  U-JIn  and  Gulf  Oil  agreed  to  form  a 
^loliit  venture  company  (A-.Iln)  to  majnifacture  polyethylene  hags.  During  1077, 
'^^Oolf  (Gulf  Oil  Great  liritain)  i)urchased  a  total  of  85, 350  shares  for  a  total 
|W  of  $311,045. 

gj,,  2.    KOREAN    LUBRICANTS    COMPANY,    LTD. 

Ir^'On  December  7,  19(58,  Korea  Oil  Corporation  (KOCO))  and  Gulf  agreed  to 
^fbrui  a  joint  venture  company  to  construct,  own  and  operate  a  lubricating  oil 
li^Bd  frense  manufacturing  i)lant.  This  project  never  reached  fruition.  As  orlgi- 
^'mllj  Htmctured.  Gulf  would  have  put  up  $5  million  in  equity,  loaned  $5  million 
vi»  KOCO  (which  KOCO  would  contribute  as  equity),  and  loaned  $30  million 
fm'tlie  new  company. 

^..:  3.    HEUNQ    KUK    SANG    BA 

%-'  Fnder  an  agreement  dated  July  24,  1907,  Gulf  made  an  equity  contribul^lon 
^«#  $..'^  million  to  KHSS,  and  loaned  an  additional  $1.5  million.  In  July,  1060, 
'^flolf  contributed  an  additional  $2  million  in  equity   (to  increase  ownership  to 

SO^t)  and  made  a  $5.8  million  lian.  IIKSS  is  a  marketing  company.  In  1972, 

Gulf  sold  its  50%  interest  in  KOCO. 

'  ■■]'  4.   KOREAN   FLAG  TANKERS 

?^  Cnlf  currently  has  two  VLCC  tankers  under  long-term  charter  with  a  capi- 
tsllteil  value  of  approximately  $52  million.  The  tankers  are  financed  via  loans 
Yroui  Gulf. 

In  addition,  Gulf  has  three  vessels,  each  of  less  than  50,000  D.W.Tons,  under 
charter.  The  remaining  payments  under  these  charters,  all  of  which  expire  in 
1975.  will  be  some  $3.G  million. 
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OPIC- EXISTING  CONTRACTS  OF  GUARANTEE 
(Key:  C^convertibillty;  E=expropriation;  WR=war  risk;  E=equity;  L=loanl 


Type  of              Equity  Current 

Contract  date                                 Contract  No.           coverage             or  loan  Maximum  coverage 

KOCO: 

,  Nov.  8 1588  AA            C                       E  $7,500,000  $7,500,000 

Do 1589  AB            C                        L  20,000,000  20,000,000 

Do 1590  BA            E                        E  3,200,000  3,200,000 

Do 1591   BB            E                        L  17,000,000  17,000,000 

Do 1592  CC            WR                    E.  &  L  40,000,000  10,000,000 

Old  KOCO  total 87,700,000  57, 000, 000 

Mar.  9 loifAA            C                       E  10,000.000  TnToOOrOOO 

Do 8C31  BA            C                       L  10,800,000  10,800,000 

Do 8031  AI3            E                       E  4,000,000  4,000,000 

Do 8031  BB            E                        L  4,000,000  4,000,000 

Do 8031  AC            WR                    E  9,000,000  9,000,000 

Do 8031  BC            WR                    L  11,000,000  11,000.000 

New  KOCO  toUl ~7'. ~  48780Mbo  48, 800, 000 

KOCO  total ~ 136,500,000  106,  500, 000 

Korea  Electric:  Apr.  22 "6292" AB           C                      L  16,425,000  16,425,000 

Ssang  Yong:  Jan.  16 "7018  AB           C                      L  3^995^000  3^995,000 

Tongfiae  (Now  Korea  Electric):  Jan.  16..r7oi9~AB           C                     L  2, 497, 000  2,497,000  \ 

Chinhae: 

Sept.  3 : 5350  AA           C                      E  5,250,000  1,700,000 

Do 5350  BA            E                        E  1,000,000  250,000 

Do 5350  CA            WR                    E  1,000,000  1,000,000 

Chinhae  total 7.  7,250,000  2. 950, 000  ; 

Total  Korea ~~~" 166,667,000  132,367,000 


MONEYS  IX)  rORElGN   OFFICIALS  IN   THE  UNITED  STATES 

Senator  Ciiukcii.  I  liave  one  other  question  to  raise  with  you.  In 
your  testimony  you  referred  to  the  money  that  had  been  funneled 
througli  the  Bahamas  bank,  and  you  have  given  us  a  full  accounting 
insofar  as  you  are  able  at  this  time,  what  was  done  with  that  money 
abi-oad.  But  from  your  statement,  approximately  half  of  the  money 
came  back  into  the  United  States. 

Now  you  liave  given  us  no  accounting  of  that  part  of  the  money, 
and  my  question  is,  this  being  a  Foreign  Relations  Subcommittee  and 
our  princii)al  interest  being  impact  of  multinational  corporations  and 
tlicir  policies  upon  our  foreign  policy — I  want  to  ask  you  did  any  of 
the  money  that  came  back  into  the  United  States  go  to  foreign  officials 
in  Wasliington  or  any  other  foreign  official  in  any  other  pai-t  of  the 
United  Stales? 

Mr.  DousEY.  Not  that  I  know  of,  certainly  not. 

Senator  Church.  Did  any  of  it,  to  your  knowledge,  go  within  the 
country  for  tlie  purpose  of  influencing  our  foreign  policy  abroad? 

Mr.  DoKSEY.  Not  to  my  knowledge,  no. 

Senator  Church.  The  only  direct  undertaking  of  that  kind  then 
ivlates  to  what  you  have  already  testified  to  in  connection  with  the 
Aral)  i)ublic  relations  campaign  that  Gulf  helped  finance. 

Mr.  DoRSEY.  I  think  that  is  right. 

Senator  Church.  I  think  you  have  indicated  any  further  informa- 
tion that  may  surface  as  a  result  of  the  ongoing  investigation  woul'* 
bo  made  available  to  the  committee. 
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%'Mr,  DonsET.  You  may  be  assured  of  that. 

'  Senntor  Oiiuiicii.  Yes,  I  am  tlirough  with  my  questions,  Mr.  Dorsey, 
but  before  I  turn  to  wliatever  further  questions  there  may  be,  I  want 
to  tell  you  tliat  I  think  you  have  been  exceedingly  forthright  today 
and  tlmt  your  responses  to  the  questions  of  this  committee  have  beeii 
candid,  have  all  the  appearances  of  having  been,  and  I  believe  them  to 
l^e  candid  and  direct,  and  I  want  to  express  the  appreciation  of  the 
committee  for  the  way  you  have  conducted  yourself  in  this  liearing. 
Senator  Percy. 

SENATOR  Percy's  comments 

/  Senator  Percy.  I  would  like  to  follow  up  on  two  of  the  comments 
tlint  Senator  ('lark  has  made.  One,  the  quotation  that  he  just  i-ead 
from  the  AVashington  Post. 

'  One  of  the  last  trips  I  made  to  South  Korea  I  reported  back  to  the 
Senate  my  deej)  concern  about  internal  conditions,  the  use  of  the  inter- 
nal CIA  in  Koiea,  the  stamping  out  or  closing  down  of  campuses,  and 
in  a  conversation  that  I  had  with  President  Park  I  asked  wliy  when 

'he  made  the  unusual  move  of  revising  the  Constitution,  so  that  he 
could  have  another  term  of  office,  which  was  barre<:l  by  the  present 
Constitution,  put  forth  a  new  Constitution  and  did  not  permit  any 
opposition  to  it.  From  everything  I  could  see,  he  would  liave  won  the 

'  new  Constitution  by  a  60  to  65  to  70  percent  margin,  yet  lie  won  with- 
a  tU  percent  margin,  in  a  great  deal  of  turmoil  because  there  was  no 
opposition  permitted  of  any  kind.  And  I  asked  liim  why,  wliy  would 

.  vou  not  have  been  better  to  permit  opposition  and  won  a  clear  ma- 

:  jority  without  the  criticism  that  would  flow,  and  he  answered  it  would 
u&  just  too  confusing  to  the  people  to  have  opposition  permitted. 
And  it  is  confusing  in  a  democracy.  A  republic  is  a  confusing  form 

}.  of  government,  I  suppose,  to  many  people,  but  we  think  it  is  well  worth 

;>  lighting  for. 

One  of  tlie  corrosive  parts  of  the  problem  is  that  it  does  permit  a 

;  gretit  deal  of  freedom.  Why  I  am  so  deeply  concerned  about  a  state- 

;.  nient  of  policy  that  the  corporate  head  has  only  to  lrx)k  to  the  interest 
of  the  stockholders  without  taking  into  account  the  country  interest, 
vou  could  use  then  that  philosophy  too,  in  Cook  County,  pay  off  the 
assessor  to  get  a  tax  reduction,  which  would  do  injury  to  the  schools, 
Jiave  the  corporations  pay  less  amounts  than  they  should  for  property 

;  as.sessment  and  property  taxes,  for  education  purposes,  and  place  a 

I  nmch  greater  burden  on  individual  citizens. 

I  want  to  give  you  the  chance  to  clarify  that  that  is  not  a  standard 
that  should  then  be  used  in  any  instance  for  corporate  decisionmaking, 

'  that  that  is  not  the  only  way  you  make  corporate  decisions,  that  you 
do  look  at  the  overall  interest. 

■  ^fr.  DoRSEY.  "Well,  I  think  that  is  obviously  true.  I  think  that  is  ob- 
viously true.  As  a  matter  of  fact,  I  have  talked  on  this  subject  before 
at  great  length  and  I  have  made  a  speech  on  this  subject.  Asa  matter 
of  fact,  I  am  rather  proud  of  it  and  I  will  be  happy  to  send  you  a  copy 
of  it  if  you  would  like. 
Senator  Percy.  I  would  very  much  like  to  have  it. 
[The  information  referred  to  follows :] 
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BusiNKss  Rksi'Onsihility  to  Society 

(Hemarks  by  1^  R.  Dorsoy,  president,  Uulf  Oil  Corp.,  to  Pitt.shingli  Chapter, 
Naitional  Association  of  Accountants,  April  15,  11)70) 

Tliis  is  indeed  a  special  opportunity  you  liave  given  me  here  toniglit.  And 
I  am  grateful — l>ecause  tlie  times  demand  that  businessmen  present  their 
views — not  only  al>out  liow  we  nee  our  resimnsibility  to  society,  but  most 
importantly — liow  we  are  fulfilli7ig  tliat  responsibility. 

Not  that  laisinessnien  liave  not  spoken  on  tliis  subject  before.  But  our  views 
of  society  l»ave  cliangt'd  over  the  years — as  society  has  changed.  Today,  society 
is  a  world  <*on(rept.  Fnan  tlie  day  num  first  looked  upon  liis  planet  from  outer 
space.  Ills  perspective  became  dramatically,  and  permanently,  broadened.  Today, 
we  see  the  entirety  of  our  world.  "We  see  the  extremes  within  our  global  society: 
the  beauty  of  the  natural  environment,  scarred  by  tlie  ugly  residue  of  productive 
nations;  personal  wealth  of  some  and  the  poverty  of  many,  one  nation  reaching 
the  moon  while  another  remains  in  the  stone  age,  all  of  mankind  seeking  peace 
yet  numy  trapped  in  war.  Any  discussion  of  the  responsibility  of  business  to 
today's  society  must  deal  with  the  problems  of  these  extremes — pollution, 
poverty,  and  war.  The  traditional  responsibilities  business  has  to  society  have 
been  long  established  by  tlie  nature  of  our  free  enterprise  system:  1.  the 
re.siMmslbility  to  provide  profits  to  our  shareholder  investors,  2.  to  produce 
quality  products  desirable  to  customers  and  fairly  priced,  to  advertise  them 
honestly,  3.  to  provide  employment  and  to  reward  employees  for  their  contribu- 
tion to  the  success  of  tlie  enterpri.se,  4.  to  contribute  a  percentage  of  our  jjrofits 
directly  to  the  communities  in  which  we  operate,  and  5.  to  otherwise  retain  the 
goodwill  of  the  local  and  national  publics  that  permit  us  to  conduct  our  busines.s. 

The.se  have  been,  and  continue  to  bo,  quite  basic  responsibilities  that  business 
must  always  meet.  Essentially,  these  have  been  the  full  scope  of  our  responsibil- 
ity— until  now.  Today,  maNlmum  financial  gain,  the  historical  number  one 
objective,  drops  to  .second  place  wbenever  it  conflicts  with  the  well-being  of 
society.  We  now  must  examine  the  proposition  that  tlie  first  responsibility  of 
business  is  to  operate  for  the  icell-heiny  of  society.  As  financial  managers,  you 
are  the  best  witnesses  of  this  shift  in  i)riorities.  Your  companies'  obligations 
to  society  are  a  growing  cost  of  doing  business — not  only  by  taxes  and  cash 
contributions,  but  al.so  by  capital  and  people  invested  in  meeting  public  needs — 
or  meeting  the  more  costly  reactions  to  adverse  public  opinion.  Take  any  new 
l>rofit-expanding  action  proposed  by  your  company.  The  potential  profit  of  that 
a<!tion  invariably  is  whittled  downward  by  the  cost  of  meeting  the  company's 
obligations  to  the  public,  I'm  sure  you'\e  seen  many  profit  proposals  defeated  in 
recent  years  because  the  social  costs,  often  made  apparent  by  public  pressure, 
eliminated  the  potentijil  profit.  This  is  the  major  shift  of  responsibility  that 
has  occurred  for  business  and  It  is  the  challenge  that  we  face. 

How  do  we  meet  this  challenge?  Our  first  step,  of  course,  is  to  understand — 
and  help  the  rest  of  s(»ciety  to  understand — that  business  not  only  i»  a  part  of 
society,  hut  that  it  can  and  does  i)lay  a  leading  role  in  imi)roving  it.  Now  that 
we're  placed  deep  inside  our  society,  let's  look  arouiid  to  see  what  today's 
society  is  all  about.  At  first  glance,  the  picture  appears  chaotic.  To  understand 
it,  we  mu.st  unravel  the  chaotic  condition. 

Chaos  comes  when  the  world  changes  faster  than  its  people  do.  And  that  is 
our  pre.sent  cruidition.  We're  living  in  an  environment  of  change.  Many  forcies 
nre  at  work,  making  society  more  dynamic  and  complex  than  at  any  time  in 
our  history — unsurpassed  wealth  and  education,  mobility  reaching  the  speed  of 
sound,  everybody  watching — the  instant  mass  transmission  of  events,  of  re- 
actions to  those  events,  of  reactions  to  the  reactions.  All  news  is  now.  Any  event, 
good  or  bad,  is  witnessed  by  all,  judged  by  all,  and  too  often,  judged  incorrectly. 
Today's  paradox  is,  that  while  mankind  can  transmit  its  ideas  worldwide,  it 
seems  to  misunderstand  everything  it  receives.  While  emotion  must  he  raised 
before  society's  mistakes  can  become  public  discussions,  the  same  emotion  scram- 
bles our  ability  to  communicate.  Our  emotions  seek  to  transfer  our  guilt  for  the 
mistakes  to  the  backs  of  our  favorite  targets.  Yet,  any  social  wrong  is  everyone's 
responsibility. 

Public  issues  shift  in  priority.  Today  it's  ecology.  Yesterday  it  was  poverty. 
Last  week  it  was  war.  Yet,  all  must  be  dealt  with  today  and  tomorrow,  because 
tliey  are  far  from  being  resolved.  These  are  the  key  issues  against  which  busi- 
ness is  being  judged  today.  Our  jury  is  the  public.  And  the  public  is  flexing  its 
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muttcles.  Business  has  always  recognized  the  power  of  the  public — especially  in 
the  market  place.  lUit  now  tlie  public  Is  recognizing  its  power.  Motivated  by  a 
loiis-Htanding  feeling  tliat  tliey  had  lost  control,  stimulated  by  tlieir  recent 
Miccesses  at  speeding  clutnges  toward  peace  and  racial  equality,  today's  pui)lic — 
noclety — you  and  I — now  liave  a  new  sense  of  confidence  that  we  really  can 
■  affect  change.  Successful  cliange  stimulates  more  change. 

'  And  If  there  is  a  short  supply  of  leadership  for  that  change — political,  indus- 
trial, civic,  and  social  leadership,  that  chain  reaction  of  change  will  destroy 
lii«(ead  of  build  society.  leadership  is  needed  to  direct  this  chain  reaction  for 
tbeiMiiue  reason  it's  nt»eded  to  direct  tlie  atomic  one. 

I  gee  only  one  new  move  businessmen  must  take  to  meet  the  needs  of  today's 

•ociety.  To  pnrai)hrase  the  current  Idiom — we  niust  tune  In,  turn  on,  and  droij  In, 

not  out.  Comi)etitlve  pressures  have  held  too  much  of  our  attention  to  the  enter- 

I«1i».  We've  seen  too  little  of  the  world  around  us.  Today,  the  world  around  us  is 

uur  Job.  As  business  managers,  we  must  now  tune  In  to  society's  needs,  turn  on 

-'Oor  knowhow  to  tackle  those  nee<ls,   drop  Into  society  to  lieli>  resolve  them. 

.*'    To  use  languiige  more  comfortable  to  me,  today's  manager  must  be  sutliciently 

;'fMU*Itlve  and  skilled  to  be  the  leader  of  change — -to  anticipate  and  respond  to 

5'cluiiigb)g  social  needs. 

■^  A  major  result  of  timing  in,  turning  on,  and  dropping  In  will  be  an  Increasing 
^:ifrareness  by  the  pul)lic  of  the  contributions  business  is  making  to  society.  A 
!^aolid  dialogue  between  the  public  and  business  Is  long  overdue.  It's  a  reversal 
^'ot  that  tree  falling  without  any  sound  iiecause  no  one  heanl  it.  Too  often  the 
I  actions  business  takes  for  society  don't  exist  because  we  failed  to  utter  a  sound. 
jTWell,  here  I  am  on  a  podium.  And  you  seem  to  be  listening.  So  I'm  about  to 
^^BO^^ld  (»fT  a  little  later  on  behalf  of  Gulf  Oil  Corporation.  lA?t's  limit  ourselves 
Vfor  the  moment  to  looking  at  those  priority  needs  of  .<»(>ci<*1y  today — the  most 
v'lujportant  ones  as  recognized  by  society  right  now — at  (7:30)  p.m.  on  April  15, 
r  1970. 

J-  Firtt  is  our  obligation  to  the  ecological  balance — that  mutual  relationship 
Tbeiween  life  and  our  environment;  then  the  elimination  of  poverty — in  our  own 
'■-"Ration's  urban  centera  as  well  as  in  developing  nations;  and  finally,  the  attain- 
•♦•ment  of  world  i)eace  through  international  understanding,  to  slop  wasting  our 
If  life  and  material  resources. 

,*  AVe  know  that  our  spaceship.  Earth,  has  finite  resources;  that  nnture  can 
•r'tCfoinmodate  a  certain  amount  of  waste  materials  and  maintain  a  balanced, 
^TWtorable  environment.  But  the  residue  of  our  productive  economy  is  over- 
•^  lOMillng  the  system.  Determining  who  is  to  blame  is  not  only  impossible,  it  oflPers 
\.tiO  solutions.  Is  it  the  consumer's  demand  for  more?  Is  it  industry's  technological 
>>xpiinslon  to  supply  the  demand?  Is  it  the  po[)ulation  explosion — the  concen- 
f'lnifh»n  of  the  populace  in  our  urban  centers?  Who  will  stop  using  detergents, 
;ir''wee<l  killers,  convenience  packaging?  Who  will  give  up  liis  car  or  stop  using 
fslralns,  buss-es,  planes,  and  trucks?  Who  will  stop  heating  his  home  or  using 
^ileleclricltv  from  the  power  plant?  Who  will  shut  down  his  factory-r-or  wants 
»^*the  factory  where  he  works  to  close  down?  Who  will  decide  not  to  liave  children? 
^^\u(1  who  will  move  a  hundred  miles  from  where  he  works? 

^    Society  today  is  determined  to  solve  the  pollution  problem.  And  I  believe 

JCpoclety  Is  willing  to  pay  the  price  for  this  solution — all  members  of  society — 

-:/«u,  me,  shareholders,  consumers,  citizens — all  the  labels  we  call  ourselves — 

y  all  of  us  are  willing  to  clean  up  our  house.  We've  paid  a  high  price  to  get  where 

y;we  are.  We're  ready  to  pay  the  even  higher  price  to  put  us  back  Into  harmony 

llwlth  our  environment. 

:    The  rewards  will  be  great — a  continued  productive  economy,  yet  with  clean 

air  to  breathe,  a  pleasant  view  from  here  to  the  horizon,  the  c^enn  waters  our 

tplant  and  animal  life  require,  and  for  the  recreation  our  growing  leisure  time 

^i;de«ires.  This  is  society's  goal.  The  positive  results  of  such  an  environment  on 

tiMt  economy,  as  well  as  our  physical   and  mental  health,  are  unmeasurable. 

^Tbere  are   three  simultaneous  actions  necessary  for  us  to  reach   this  goal : 

7x  the  first  is  to  continue  developing  a  body  of  interdisciplinary  knowledge  about 

i^oiir  environment  and  the  technology   required   to  balance  the  residue  of  our 

vWonomy   with   nature's   regenerative  powers.   2.   We  must  create  or  imjirovo 

^: pollution  standards  along  with  the  necessary  controlling  legislation  to  imple- 

s.ment  this  knowledge  as  it  is  increased.  3.  The  third  concuiTent  move  is  to  educate 

every  member  of  society — each  of  us — as  to  our  individual  responsibilitv  to  the 

wvlronment.  All  three  of  these  moves  can  and  must  be  made  now.  We  can't 

afford  to  wait  until  we  have  more  knowledge  before  we  begin  setting  standards 
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aiul  educating  each  oilier.  Ail  three  are  heiiig  done  now,  hul  in  a  spotty  and 
uncoordinated  way.  Advertising  ha.s  heen  very  etVective  in  diiving  tlie  litterbug 
towardti  extinction.  Smolvy  tlie  Hear  is  iloing  the  «anie  joh  on  tlie  llrel>ug.  A  great 
body  of  teelinical  l^nowh'dge  already  Inis  Ixen  deveh)i/ed  in  tlie  tields  of  ecok)gy 
und  j)ollulio!i  al»atenient.  Some  coinnmnirie.s  and  regior.s  in  our  nation  already 
liave  learned  a  great,  deal  alnjut  tlieir  own  prolilenis  and  in.slituled  standards 
and  corrective  legislation. 

J  believe  business  will  he  the  greatest  force  in  the  elimination  of  pollution. 

Ijidustry  has  the  largest  body  of  knowledge  al>out  pollution  abatement  tech- 
nology, both  in  its  production  techiii(jnes  and  in  the  products  it  produces  that 
can  coiUrihute  to  or  reduce  pollution.  (.)ur  tirst  responsibility  then,  is  to  con- 
tinue developing  this  body  of  knowledge  and  apply  it  to  our  production  tech- 
iiiqus  and  to  the  products  we  make.  Concurrently,  we  must  work  with  all  local, 
are«i,  state,  and  federal  agencies  to  develop  workable  standards  and  legislation 
to  use  this  technology.  (Jften,  one  company  cannot  apply  this  knowledge  be- 
cause the  cost  of  the  api)lication  would  make  its  facility  unprofitable  unless 
the  price  of  its  products  could  be  raised.  A  unilateral  price  increas<e  would  be 
linancial  suicide  because  the  company's  products  would  be  more  expensive  tliaa 
those  of  his  competitors.  Hesi)«)nsible  federal  legislation,  however,  could  require 
all  comi)anies  to  meet  workable  standards  simultaneously  and  no  company  would 
he  at  a  competitive  disadvantage.  There  are  already  ))ollution  abatement  com- 
mittees in  every  industry  trade  association  working  with  the  public  and  com- 
munity organizations  and  the  larger  corporations  have  assigned  full-time  ex- 
ecutives to  the  job  of  coordinal Ing  abatement  efforts. 

As  a  member  of  the  oil  industry,  1  can  deal  more  specifically  with  its  respon- 
sibilities to  pollution  abatement.  The  industry  was  born  in  this  country  in  1859 
when  the  first  oil  well  came  in.  Since  then,  the  indiustry's  ability  to  find  oil  and 
the  consumer's  capacity  to  u.se  it  have  made  petroleum  products  our  largest 
source  of  energy,  supplying  about  75%  of  our  nation's  energy  needs — for  trans- 
portation, for  cooking,  for  light,  heating,  manufacturing,  agriculture,  and  the 
power  generators  that  supply  our  electricity. 

During  the  next  10  years  the  oil  industry  is  going  to  have  to  invest  more 
than  $200  billion  to  provide  for  the  growing  free-world  demand  for  petroleum 
during  that  period.  It's  expected  to  increase  by  some  25  million  barrcds  per  day. 
Q'hat  means  that  if  the  industi-y  is  to  nmintain  the  current  balance  of  reserves  to 
production  it  will  have  to  di.scover  about  40  billion  barrels  of  new  oil  reserves 
each  year,  build  the  equivalent  of  another  900  of  the  current  hundred-thousand- 
ton  tankers,  and  construct  250  new  refineries,  each  with  an  average  capacity 
of  100,000  barrels  per  day. 

Conservation  practices  began  early  in  the  industry's  history.  The  first  need 
was  to  conserve  the  natural  resource  we  were  drilling  for — the  oil  itself.  By 
1000  experience  provided  new  ways  to  reduce  waste.  Since  then  many  techno- 
logical advances  have  been  nmde  in  locating,  drilling,  and  refining  oil  for  maxi- 
mum eflTu'ient  use  of  the  resource.  The  industry  cooperated  with  state  and  federal 
governments  to  institute  state  and  federal  conservation  laws.  The  first  was 
passed  here  in  Pennsylvania  in  1878.  So  we're  not  newcomers  to  the  field  of  con- 
servation. And  we're  certainly  not  newcomers  to  the  field  of  pollution  abate- 
ment. It's  tlie  very  heart  of  our  business.  Oil  and  its  by-products  are  real  and 
potential  polluters  of  Our  air  and  water.  Every  drop  of  oil  that  is  wasted  is  a 
loss  item  to  an  oil  com])any.  So  we  have  a  very  greedy  self-interest  in  preventing 
.such  losses.  Aji  oil  comj>any  can  spend  over  a  hundred  million  dollars  to  locate 
a  new  oil  field—the  cosis  of  exploration,  drilling,  the  ratio  of  one  commercially 
.successful  fin<l  out  of  50  wells  drilled,  the  price  of  land  leases.  It's  no  wonder 
that  whenever  we  find  it,  we  don't  want  any  of  it  wasted.  Accidents  do  occur, 
however,  and  more  often  as  growing  demand  forces  more  production. 

Our  increasing  knowledge  of  geology  and  production  techniques  has  kept  these 
accidents  to  a  minimum,  although  the  rush  of  recent  publicity  tends  to  obscure 
that  fact.  An  on-shore  oil  si)ill  can  be  contained  relatively  easily.  But  off-shore 
spills  are  harder  to  han<lle.  And  needless  to  say,  when  these  spills  come  ashore, 
they  have  tragic  consequences  on  marine  and  bird  life  as  well  as  on  the  beauty 
and  recreational  uses  of  o\ir  beaches.  It  is  small  consolation  to  know  that  of  the 
8,000  oflP-shore  wells  drilled  so  far,  less  than  30  have  had  spills,  only  2  of  which 
resulted  in  serious  pollution  damage.  The  fact  of  the  matter  is,  this  type  of 
accident  must  be  prevented.  A  great  deal  of  knowledge  about  off-shore  drilling 
has  heen  developed  to  reduce  accidents.  Oil  producers  invested  .$128  million 
during  10(;(5  and  '07  alone  for  capital  equipment  designed  to  prevent  spills  from 
off-shore  drilling.  Another  $55.5  million  was  spent  just  to  operate  and  main- 
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tain  tills  equlpnu'nt.  Experience  so  fur  lutu  hidkuteil  tluit  even  hurrlcuueH  nnci 
fe<»logifal  lanlts  don't  Imve  to  result  in  oil  H]>iils.  It  Is  tlirougli  this  experience 
itnd  investnient  that  the  oil  iniiustry  is  goin^  to  l)e  able  to  continue  reiluclnK, 
uiid  eventually,  we  hoi»e,  ellniliuite  I  hem  entirely.  It  Is  necessary  to  jjuln  udill- 
Uonfll  knowledge  about  this  problem  because  the  chemical  and  physical  quali- 
riei  of  oil  (lifter  from  Held  to  field.  And  weather  and  water  conditions  differ  from 
4»uesi»ot  to  another  and  from  one  moment  to  llie  next. 

These  varying  conditions  also  add  to  the  pollution  abatement  problems  of  a 
fanker  8i)ill.  Oil  not  only  powers  and  lubricates  every  nuHorized   ocean-going 
ves.sel,  it  also  is  the  majoi*  cargo  hauled  on  the  seas.  Crude  oil  alone  accounts 
lor  more  than  50%  of  the  world's  ocean  cargo  toniutge  with  more  than  4,000 
tankers  throughout  the  world  hauling  well  over  GOO  million  tons  of  crude  a 
jrear. 
.  This  huge  expansion  of  oil  commerce  has  been  relatively  recent.  Before  the 
lOtJO's  there  was  little  concern  and  few  restrictions  on  tanker  operators  who 
washed  and  Hushed  empty  tanks  and  dumped  oilyballast  at  sea.  Tankers  were 
,^  wnall.  Traffic  was  light.  Spills  of  refined  products  vaporized  or  disappeared  into 
j(  the  sea.  Bacterial  action  absorbed  the  crude  oil.  But  with  the  increasing  traffic 
.''The  International  oil  industry  began  creating  and  adopting  techniques  to  reduce 
!  -pollution.  Special  techniques  were  adopted  in  19G2  that  have  reduced  oil  spills 
from  these  operations  by  some  807o,  from  2  million  tons  to  less  than  400,000 
n  year.  But  that's  not  the  only  way  oil  spills  occur  at  sea.  Maritime  accidents 
Involving  tankers  have  increased  as  the  number  of  tankers  have  grown.  But  the 
numbers  haven't  grown  as  fast  as  their  size,  from  the  lC,r)00-ton  T-2  tanker 
of  World  War  II,  to  the  new  32G,000-ton  tankers  in  Gulf's  fleet.  We  now  have 
six  of  these  in  operation  and  five  more  are  now  being  built.  These  larger  tankers 
have  proved  to  be  all  but  impervious  to  bad  weather  and  to  handle  better  than 
iruraaller  tankers,  both  at  sea  and  In  docking.  They  are  fitted  with  the  very  best 
I'  «f  navigational  equipment.  And  their  capacity  to  deliver  2,800,000  barrels  of 
'''crude  provides  substantial  economies.  We  believe  these  economies  will  tend  to 
^  phase  out  the  older  tankers  and,  thereby,  reduce  the  Industry's  rate  still  further. 
Gulf  is  spending  about  $30  million  each  year  on  pollution  abatement  re.search 
and  improved  processes  and  products.  This  Investment  has  been  growing  over  the 
past  several  decades,  many  years  before  there  was  any  political  concern  about 
tlie  problem.  Many  of  our  developments  also  advance  the  efficiency  of  our  re- 
lining  operations  ;  others  just  reduced  pollution. 

And  we  are  not  alone.  The  U.S.  oil  industry  spent  a  total  of  almost  $400 
nilllion  in  air  and  water  conservation  In  1008.  The  Industry's  past  exi)enditure8 
,lwve  resulted  in  many  improvements  currently  In  wide  use.  Floating  roofs 
*  reduce  evaporation  from  tanks.  Stack  gas  no  longer  pollutes  the  air.  Converters 
recycle  the  gas.ses  through  the  burning  system.  Flaming  stack  tips  burn  off  the 
rest.  Today's  refineries  actually  contribute  clean  water  to  our  planet.  We  draw 
a  tremendous  amount  of  water  from  streams  and  rivers  for  refinery  cooling 
systems.  This  water  is  purified  before  we  can  u.se  it.  Then  It's  pa.ssed  into  the 
atmosphere  as  steam.  The  impurities  are  piped  into  API  sei)arators  to  be 
skimmed  off  or  chemically  neutralized. 

One  of  Gulf's  major  research  investments,  a  30-year,  $15  million  effort,  has 
re.sulted  in  the  first  successful  operation  of  a  refinery  using  Gulf's  HDS  process. 
I>ocated  in  Japan,  this  system  converts  high-sulphur  residual  oils  to  liquid  fuel? 
t.*ontaining  as  little  as  1%  of  sulphur.  Use  of  this  fuel  will  decrease  dramatically 
the  emission  of  sulphur  oxides  into  the  atmosphere  by  industrial  and  power 
generating  plants. 

A  significant  amount  of  the  nation's  air  pollution  comes  from  our  automobile 
exhausts.  The  automobile  industry  and  the  oil  industry  have  acquired  the 
technology  to  correct  it.  Of  the  many  directions  that  are  open  the  one  we  are 
heading  toward  is  the  reduction  of  compression  ratios  of  engines  so  that  they 
can  operate  on  a  gasoline  without  lead.  Removal  of  the  lead,  which  itself  is  not 
considered  a  significant  pollutant,  will  permit  the  use  of  more  sophisticated 
emission  control  devices  on  automobiles.  Proposed  federal  guidelines  call  for 
reducing  emissions  of  pollutants  from  autos  by  up  to  93%  by  1080,  regardless  of 
the  cost  or  effect  on  the  performance  of  cars. 

Gulf  has  stated  that  we  will  supply  a  suitable  gasoline  as  soon  as  it  may  be 
required.  Indications  are  that  this  will  begin  within  a  year. 

The  greatest  problem  faced  in  reducing  automotive  exhaust  pollution  Is  the 
cost,  not  the  availability  of  technology.  Consumers  today  are  paying  more  for 
their  new  cars'  pollution  abatement  systems  required  by  existing  federal  stand- 
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nrds.  The  cost  of  innnnfacturlng  the  lend-free  fuel  and  the  next  peneratioii  of 
emission  control  devices  will  jack  up  the  prices  to  consumers  still  further. 

Bnt  the  people  in  this  nation  are  ready  to  pay  the  price  for  clean  air.  We're 
trading  up  on  our  (juality  of  life. 

Poverty,  like  pollution,  is  everyone's  responsihility.  In  fact,  it's  my  helief  that 
the  issues  of  poverty  and  pollution  are  drawing  this  nation  together.  The 
generation  gaj)  closes  on  these  two  issues. 

But  of  the  two,  poverty  is  the  one  prohlem  husiness  already  has  the  skill  to 
resolve.  Tlie  success  story  hehind  the  National  Alliance  of  BuslnesJimen's  JOBS 
program  Is  witness  to  this.  Businessmen  in  131  cities  have  plated  3.')S,0(M)  dis- 
advantaged men  and  women,  hired,  trained,  or  in  training  for  promising  careers. 
Gulf  joined  the  Alliance  immediately  and  urges  all  companies  to  join — large  or 
small.  It's  not  only  humanitarian,  it's  good  husiness.  Gulf  actually  started  its 
training  program  for  Ihe  disadvantaged  Itel'ore  the  Alliance  was  created. 

The  concept  of  hlack  capitalism  has  also  dem(mstrate<l  itself  to  he  suecessful. 
Be  it  hlack  capitalism,  or  red,  or  yellow,  or  hrown,  or  white,  it  has  worked  for 
Gulf  for  many  years. 

Almo.st  all  of  our  31,000  service  stations  in  the  U.S.  are  operated  by  independ- 
ent businessmen.  Gulf  provides  every  dealer  with  extensive  and  continuous 
training.  Eighteen  of  the  nation's  major  oil  companies  have  pledged  to  the  U.S. 
Department  of  Commerce  to  increase  substantially  the  number  of  minority- 
owned  service  stations  over  the  next  five  years.  The  goal  is  28,000  minority-owned 
stations,  which  represents  the  relative  size  of  the  minority  population.  Accord- 
ing to  our  most  recent  survey,  Gulf  already  is  on  target  with  2J0G  stations 
owned  or  oi)erated  by  minority  group  members.  Of  course,  we  should  be.  Gulf 
has  been  providing  salaries  to  minority  members  while  they  have  been  in  train- 
ing for  station  ojieration  since  1045. 

There  are  scores  of  other  examples  that  we  or  any  company  could  relate.  But 
the  point  is  made.  Black  or  any  color  capitjilism — works  just  as  well  as  white 
cniiitalisra. 

'Hie  greatest  goal  business  can  work  to  achieve  is  world  peace.  I  might  add — 
world  i)eace  through  international  understanding  and  healthy  economic  growth — 
becau.se  this  Is  exactly  how  business  <an  contribute — by  increasing  the  flow  of 
goods,  services,  and  people-to-i)eople  communication  among  the  nations  of  the 
world.  * 

Enlightened  International  corporations  are  the  neutral  force  entwining  na- 
tlon.s.  c/)ntrihuting  to  the  economies  of  tlie  liaves.  increasing  the  nroducfive  pow- 
ers of  the  have-nots;  contributing  to  housing,  sehools,  dams,  roads,  and  forming 
(ommerc'al  sea,  air,  and  land  bridges  between  nations. 

A  Business  Peace  Cori's  is  the  operating  style  of  today's  international  cor- 
1, orations. 

Gone  are  the  days  when  we  insisted  upon  complete  self  ownership  and  man- 
neement  of  foreign  subsidiaries.  Although  American  business  continues  to  holt! 
fnll  ownership  of  many  of  Its  overseas  ventures,  most  are  now  operated  by  na- 
lionnls  of  the  host  country.  And  more  and  more  new  ventures  are  being  created 
in  nartnership  with  local  governments,  local  business,  which  often  hold  the 
innjority  Interest.  Today's  theory  is  that  it's  better  to  provide  the  technology 
and  business  know-how  through  minority  interest  than  not  to  contribute  at  all. 

The  International  oil  industry  is  a  good  example  of  what  I  *mean  about  a 
business  peace  corps.  It's  also  the  best  example  I  can  describe  accurately.  The 
product,  itself,  provides  a  vital  key  to  world  peace.  Petroleum  is  the  life  blood 
of  every  nation's  economy.  Oil  and  natural  gas  supply  our  trucks,  busses,  planes, 
power  r^^nerators,  industry,  agriculture,  75%  of  our  nation's  energy  needs.  Yet, 
i»il  is  where  nature  put  it.  And  it  hasn't  been  put  in  every  nation's  backyard ; 
certainly  not  in  sufficient  quantity  for  most  nations  to  be  self-sufficient.  Some 
nations,  like  Kuwait,  have  an  oversupply.  They  are  dependent  upon  otlier  na- 
tions for  mnrkets.  Oil  export  is  the  principal  contributor  to  these  countries' 
economies.  Others,  like  the  European  nations,  have  an  insufficient  supply.  They 
depend  on  contliniing  oil  imports  from  those  with  an  abundant  supply.  The  U.S., 
fortunatelv,  has  been  self-sufficient,  although  this  independence  has  a  limited 
future.  Where  our  oceans  once  provided  us  with  our  best  defense  from  attack, 
our  oil  supply  has  been  the  significant  factor  in  our  national  securitv  for  the 
last  fV)  years. 

Gulf  now  operates  In  60  free-world  countries.  We  are  producing  oil  in  9  of 
these  countries  and  are  now  exploring  for  oil  In  more  than  30.  Interestingly,  the 
largest  new  oil  fields  are  located  In  the  world's  developing  countries. 


830 


Ab  legal  corporate  entitles,  international  companies  remain  politically  neutral. 
/i§  human  beings,  eacli  of  us  holds  a  whole  range  of  attitudes  about  the  gov- 
erniiifntH  with  which  we  deal.  Within  the  limitations  of  being  a  guest  In  econo- 
Bilcally  developing  nations,  we  bring  benefits  directly  to  the  citizens  of  those 
nuliotis.  We  do  our  best  to  preserve  the  natural  environment.  We  provide  capital. 
We  provide  skills  and  know-how.  We  provide  jobs  and  training.  And  these 
lienellts  ore  most  important  to  the  emerging  nations.  Invariably,  because  an 
American  company  is  doing  business  with  a  develoi>ing  country,  its  ^citizens 
■rt"  l)etter  off  than  before.  Their  earning  power  is  improved.  They  eat  better,  live 
more  comfortably,  get  a  better  education,  become  better  equipped  to  contribute 
icmard  improving  the  social  well  being  of  their  nation.  Experience  has  shown 
that  improved  productivity  has  a  great  impact  on  the  political  style  of  a  na- 
tion. Government  is  the  result  of  an  economic  base.  Only  by  Improving  thnt 
ecimoinlc  base  is  there  any  substantial  social  improvement  in  government  In 
our  lifetimes  we  have  seen  the  territories  that  gained  the  greatest  volume  of 
;  foreljoi  investments  have  been  among  the  first  to  become  self-governing. 

(iulf  has  invested  many  billions  of  dollars  in  its  foreign  operations,  much  of  it 
ja  taxes,  lenses,  and  royalties  to  the  host  governments,  direct  contributions  to 
t<lncatlon  and  housing,  construction  of  roads,  bridges,  schools,  hospitals,  and  as 
lalarles  for  employees.  And  the  vast  majority  (»f  employees  are  nationals. 

Venezuela  provides  an  excellent  examjile  of  the  benetlts  from  foreign  invest- 
BMHit.  'iVuIay  Venezuela  is  one  of  the  largest  oil  exporting  countries  in  tlie  w6rld. 
Muuy  of  the  notable  advances  made  in  Venezuela  have  occurred  in  the  pjist  40 
y€*iirs,  coincident  with  the  discovery  of  petroleum  in  vast  quantities  in  Lake 
MaraeailK). 

l-Vom  the  start,  oil  companies  provided  educators,  built  schools,  housing, 
highways,  air  fields,  hospitals;  and  provided  scholarships  there  and  abroad. 
Illiteraj-y  has  dropi>ed  from  85%  to  less  than  10%.  Income  to  the  government 
fnaii  royalties,  taxes  and  duties  topped  a  billion  dollars  a  yeair  by  the  ndd-OO's. 
Ixiiit  business  and  personal  income  from  the  industry's  practice  to  purchase 
IfH'Hlly  and  from  the  tens  of  thousands  of  Venezuelans  on  the  payrolls  has 
nidiate<l  outward  to  form  a  solid  foundation  Utv  the  nation's  economy.  In 
V«Mu»tuela,  1)4%  of  our  emi)loyees  now  are  Venezuelans,  Including  the  president. 
At  tlie  retiiu'ry,  sons  of  the  many  Illiterate  men  first  hired  now  liold  college 
ilegn-esand  top  management  )K)sitlons. 

This  style  of  doing  business  abroad  is  being  repealed  by  hundreds  of  U.S. 
corimrations  in  virtually  every  nation  in  the  free  world.  The  inti'rnatlonal 
Imiguage  of  connnene  is  sfKiken  and  heard  by  all.  Kuierging  nations  are  ac(iuir- 
liig  a  sense  of  resiH'ct  for  their  advancement  and  hoi)e  for  their  future,  and 
resixK't  from  the  nations  with  which  they  trade.  As  their  educational  levels 
fzniw,  their  governments  modernize  and  mature.  World  trade  becomes  a  stabiliz- 
ing force  as  nations  become  increasingly  interdejiendent  for  goods  and  services. 

With  time  and  the  capital,  energies  and  know-how  of  international  huslness, 
the  criss-crossing  air  and  sea  lanes  of  conuuerce  will  create  a  global  web  suf- 
rtclently  strong  to  assure  the  i>eaceful  world  we  seek. 

The  new  responsibilities  business  has  for  today's  global  society  are  much  more 
complex,  almost  revolutionary  when  compared  to  those  we  faced  a  few  decades 
ago.  1'hey  cannot  be  fulfilled  unless  everyone  is  involved.  Businessmen  must 
htlnnilate  every  emi)loyee  toward  community  Involvement — whether  the  com- 
munity is  Pittsburgh  or  Angola.  Management  must  take  the  initiative  to  aid 
employees  in  locating  areas  in  which  they  may  be  of  service,  give  recognition 
to  those  who  become  involved,  provide  them  with  a  fair  amount  of  time  and 
cfiniitany  facilities  that  may  be  helpful.  And  we  must  increa.se  our  dialogue 
witii  the  public,  which  knows  too  little  today  about  our  activities,  our  problems, 
or  our  contributions  to  society.  Public  ignorance  of  business  practices  has 
created  a  growing  reservoir  of  suspicion  about  our  intentions.  The  half  truths 
and  distortions  have  become  the  weapons  of  those  who  attack  us.  The  small 
group  of  extremists  win  broader  support  for  every  moment  we  ignore  an 
erroneous  charge.  We  are  accused  of  war  profiteering  on  page  one  of  the  same 
newspaper  whose  business  page  reports  a  stock  market  slump  due  to  a  war 
I'.scalation.  We  are  accused  of  racism  when,  in  fact,  we  recognized  long  ago 
that  discriminatory  practices  deter  a  company  from  attracting  its  greatest 
as.set — talented  and  skilled  employees.  They  claim  we  want  the  i)oor  to  remain 
poor,  when  we  are  concentrating  our  resonrces  on  the  elimination  of  poverty, 
both  for  hunmnitarian  reasons,  and  because  employment  checks  increase  our 
profits  and  welfare  checks  reduce  them. 
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We  aire  accused  of  raping  cinerjjing  nntlous  of  their  iinfural  resources  when, 
in  fjut,  tlie  natiou  renjis  the  major  sliare  of  benefit  from  the  resource  it  ctKihl 
not  unhK'k  without  us.  We  are  labeled  the  source  of  the  world's  i)olluti()n  when, 
in  fact,  all  mankind  is  contributing  and  it  is  our  technologj--  which  is  the  vital 
key  to  its  eventual  elimination, 

lousiness  must  c(»mnuinicate  this  information  to  the  public  with  as  much 
eftectiveness  as  I  hose  who  are  now  trying  to  destroy  our  economic  system.  Tcxlay, 
the  society's  nnijority  is  hearing  only  one  v«)ice.  Tomorrow  there  could  be  only 
one  voice  to  liear.  We  must  get  out  of  our  office  and  board  rooms  and  get  into  our 
communities.  This  is  the  only  way  we  truly  can  meet  society's  needs  and  earn 
its  understanding  and  supixtrt — by  recognizing  and  reacting  to  changing  social 
needs  and  by  communicating  our  business  goals,  i)roblems,  and  actions.  The 
result  will  be  the  hapi)y  goal  businessnjen  have  always  i)ut  in  first  place — a  pro- 
gressively improving  society  in  which  we  live — and  a  reasonably  i)rotitable 
growth  for  our  enterprises, 

^fr.  DoRSKY.  Tt  is  a  very  coiti])1ox  and  difficult  world  when  yon  go 
ont  on  yonr  own  as  a  business  person,  as  yon  well  know. 

Senator  CiirRrn.  ^fay  T  say  for  the  information  of  the  committee, 
tliere  are  two  rollcall  votes  back  to  back.  Tlie  first  one  is  nnderway. 


Senator  Pkhcy.  T  believe  yon  have  indicated.  T  am  not  sure  it  was  in 
public,  testimony,  at  any  time  has  yonr  board  of  directors  been  advised 
until  the  disclosure  came  out,  that  the.se  conti'ibutions  were  beino;  made 
abroad  and  there  was  tlie  s])ecial  fund  set  up  in  the  Bahamas,  or  any 
corporate  entity  that  you  mi^rht  have  within  the  board,  an  executive 
counnittee  or  a  finance  connnittee  ?  'Was  th.ere  any  advice  given  by 
mamigemcjit  of  the  board  ])rior  to  the  public  revelation? 

Af r.  DoRSKY.  7'hat  is  conect. 

Senator  Pr:Rrv.  Tliere  was  not  ? 

yU\  DoRSKv.  There  was  not. 

Senator  Percy.  So  it  was  entirel}^  kept. 

ATr.  Dorsey,  could  you  indicate  whv  you  felt  that  that  was  not  a 
matter  that  should  have  been  discussed  by  the  board  and  policy  estab- 
lished at  that  level? 

Afr.  Dorset.  "U^ell,  it  would  appear  that  there  are  two  questions.  If 
yon  asked  me  about  Korea,  the  tiling  that  I  know  something  about,  the 
thing  that  T  was  involved  in,  the  area  in  which  I  made  the  decision,  it 
was  within  my  authority  within  the  corporation  to  make  the  expendi- 
ture. Tt  was  an  expenditure  of  money  and  my  authority  for  expendi- 
tui*es,  for  expenses,  are  gieater  than  the  $3  million,  so  it  was  not 
necessary  under  the  company  policy  that  I  do  so. 

Tf  yon  are  asking  me  why  the  original  fund  was  set  up  in  the 
Bahamas,  I  simply  do  not  know,  it  was  long  before  my  time  and  I 
do  Tiot  know. 

Senator  Percy.  Becanse  of  the  irreparable  damage  to  Gulf  as  a  result 
of  these  revelations,  do  you  think  it  would  be  wise  for  the  boards  and 
board  members  of  multinationals  in  this  country,  and  abroad,  to  ques- 
tion management  as  to  whether  such  practices  are  being  carried  on  in 
the  company  and  establish  a  firm  policy  where  the  responsibility  would 
l)e  at  the  board  level  then  ? 

Afr.  Dorset.  T  would  recommend  it  very  highly. 

Senator  Percy.  On  the  top  of  pa^e  19*  bottom  of  18,  yon  mentioned 
thnt  vonr  investigation  di.scloses  the  starting  in  1960  Bahamas  Ex- 
ploration Co.  was  used  for  "bookkeeping  and  accounting  purposes  to 
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tninsfer  funds  for  me.  as  coiitribiitions,  ^rifts,  entertainment  and  otlior 
rxi>enses  to  tlie  United  States."  Could  you  expand  on  wliat  kind  of 
fntertainnient  and  Avliat  otlier  types  of  expenses  in  the  miscellane- 
ous catefrory  have  been  revealed  to  you  now  as  a  result  of  your 
invest  iprat  ion? 

Af r.  DoRREY.  I  think  I  am  really  quoting  more  or  less  from  what  was 
mid,  is  that  not  correct  ? 
i-t,,  .\rr.  Minks.  Ripht.  This  is  language  which  appears  in  our  consent 
'-incl  undertaking.  This  is  language  which  generally  describes  the  cate- 
paries  of  expenditures  which  were  made  from  tins  fund.  These  cate- 
^'ories  are  being  more  specifically  defined  by  the  review  committee  and 
identified  by  the  review  committee. 

Senator  Percy.  You  do  not  have  information  yet  from  the  review 
rommittee? 

Afr.  D0R8EY.  No.  They  talked  to  a  gieat  many  people  but  they  liave 
not  talked  to  me  one  way  or  tlie  other. 

^  ^IR.    DEERINO    NOT   TO   TESTHFY 

jf    Senator  CnuRcir.  Excuse  me,  may  I  just  aimounce  at  this  time, 

>  bet'auso  I  have  to  go  vote.  Senator,  you  conclude  the  hearing,  if  you 

wiM,  that  ATr.  Deering  will  not  be  called.  ITis  i)Tesence  will  be  excused 

because  Mr.  Dorsey's  statement  has  covered  the  whole  field  adequately 

and  well. 

Afr,  DoRSEY.  Thank  you. 

'J,.,.  QUESTIONS   FROM    SENATOR   CASE 

%  5!enator  Percy.  Mr.  Chairman,  Senator  Case  has  a  number  of  ques- 

itions  here  which  we  can  either  put  in  the  record  or  I  would  be  very 

.'happy,  if  he  is  not  able  to  leave  the  floor,  and  if  IMr.  Dorsey  is  able  to 

^jfav,  I  would  be  happy  to  come  back.  It  might  be  easier  to  do  it 

"fright  now. 

^    Senator  Church.  You  work  that  out  with  Mr.  Dorsey.  You  are  now 

■{In  charge. 

1^  Senator  Percy.  I  will  finish  up  when  we  get  five  bells  and  I  will  ask 

^Senator  Case  whether  he  wants  the  questions  answered  now.  I  rather 

}think  he  would,  and  w^e  would  not  be  leaving  things  for  you  to  do 

•afterward. 

r  THE   TAX   EFFECT 

$.':  On  page  19.  you  have  indicated  that  the  fund  transmitted  to 
^Bahamas  Exploration  were  deposited  in  a  new  bank  account  and 
r'entei-ed  as  deferred  charges  as  written  off  as  expenses  during  the 
Irrurrent  year.  AVould  you  care  to  comment  on  what  tax  effect  that  has 
/*tlien  on  the  writeoff  ?  Does  it  affect  the  tax  returns  of  the  United  States 
*of  America,  or  any  foreign  country,  and  has  it  been  revealed  there  was 
5;tnv  illecrality  in  the  type  of  expenses  incurred  and.  therefore,  the 
"inriteoff? 

i:  Mr.  Dorsey.  Well,  T  have  been  advised,  T  have  every  reason  to  think 
it  is  absolutely  true  that  there  are  no  tax  consequences  on  any  of  these 
transactions  that  have  been  made.  They  were  not  claimed  for  tax  pur- 
poses as  expenses  for  tax  purposes.  There  was  no  tax  consequences. 
^:.  Senator  Percy.  I  am  glad  to  hear  that. 
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Mr.  DoRSEY.  For  wliicli  T  am  thiinkful  to  whomever  set  it  up  in  the 
fii'st  phice,  at  least  tliey  did  one  thing  rioht. 

Senator  Percy.  There  was  never  an  attempt  to  write  off  as  business 
exj)enses  for  tax  puri)oses.  These  were  capital  contributions,  in  a  sense? 

Mr.  Dorse Y.  Yes,  sir. 

gulf's   earnings   from   KOREA 

Senator  Percy.  You  indicated  that  your  investment  totaled  $300  mil-i 
lion.  Wliat  have  been  recent  earnings  from  Korea  on  that  investment ?1 
Have  you  broken  tliat  out  in  your  financial  statements  at  all,  or  can  youl 
tell  the  committee  what  your  earnings  have  been  in  South  Korea  after| 
taxes?  I 

Mr.  Dorsey.  No,  not  precisely.  I  can  probably  give  you  a  measure  of  | 
it.  Our  total  exposure  at  one  time  was  $300  million.  We  have  been  there  1 
for  12  years  and  I  think  that  we  have  yet  to  recover  about  $150  million. 
So,  one  way  or  another  we  have  recovered  over  15  years  about  half  the 
money  we  have  invested,  Avhich  does  not  suggest  a  very  high  rate  of 
return. 

RECESS   BY   COMMriTEE  FOR  VOTE 

Senator  Percy.  The  committee  will  recess  for  a  period  of  about  20 
minutes  while  we  take  these  two  votes  and  then  be  back. 

Mr.  Dorsey,  is  it  convenient  for  you  to  stay  on  then  for  a  little  bit  2 

[A  recess  was  taken.] 

Senator  Percy.  Mr.  Dorsey,  I  think  w^e  can  move  right  along  and 
finish  this  up,  we  hope  with  dispatch. 

studies  made  by  gulf 

In  these  countries  in  which  you  have  done  business,  I  presume  that 
you  have  now  nuule  a  legal  study  to  determine  in  which  countries  the 
corporate  contributions  to  political  candidates  or  parties  are  legal  or 
not. 

Is  it  possible  for  you  to  furnish  for  the  record  to  this  committee, 
wluitever  studies  you  might  have  already  made?  I  do  not  want  you  to 
make  any  special  studies.  If  you  have  a  list  of  those  coimtries  it  w^ould 
helj)  us  to  know  where  corporate  contributions  have  been  made,  or 
where  corporate  conti-ibutions  are  illegal  ?  And  do  you  happen  to  know 
whether  Gulf  has  made  contributions  that  are  now  determined  illegal 
in  other  countries  besides  South  Korea? 


Is  Bolivia  the  case  or  w  as  that  an  illegal  contribution  bv  Bolivian 
law?  ^ 

[The  information  referred  to  follows :] 

[SuppUed  by  Gulf  on  Corp.] 

Senator  Percy  asked  if  we  had  made  a  leagl  study  to  determine  in  which  coun- 
tries the  corr>orate  contribution  to  political  candidates  or  parties  are  legal  or  not. 
We  have  mjide  no  si)eclal  study  of  this  matter,  although  our  inquiries  have  eon- 
flrmed  that  these  contributions  were  lavrful  in  Canada  and  England  and  were 
unlawful  in  Korea. 


^Ir.  DoRSEY.  Yes,  sir,  I  think  so. 
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■'ti-' 


f'  Senator  Percy.  Do  you  have  knowledge  whether  you  Imvo  mnde 
'contributions  in  otlier  countries  that  your  studies  revealed  are  illegal 
,by  the  laws  of  those  countries  ? 

/f;  >lr.  DoRSEY.  AVe  are  still  studying  that  and  we  are  not  sure.  I  have 
I'Wntioned  all  the  countries  I  know.  There  may  be  other  countries  turn 
v.npbut  in  any  event,  we  are  trying  to  determine  the  legality  oi-  illegality 

*^in  every  country,  not  that  we  intend  to  use  the  informatfon  but 

fej^ Senator  Percy.  It  is  fairly  standard  practice  for  contributions  to  be 
^a«de  for  the  political  process  in  most  of  the  coimtries  in  which  you 
Sdo  business? 
&i./;^Ir,  DoRSEY.  It  is  not  my  impression  that  it  is.  It  is  not  my  impression. 

■  ■  »  ...  ■ 

i  BEtATIONSIIIP  BETWEEN  CONTRIBUTION  AND  GULf's  INVESTMENT 

••|/ Senator  Percy.  Do  you  know  if  the  size  of  the  Gulf  Oil  contribu- 
Vition  was  considered  significant  in  i*eIation  to  the  total  campaign  budg- 
^••^of  those  political  activities  to  which  the  company  contributed  ?  Were 
J^JOVL  carrying  a  very  large  share  of  the  cost  of  the  campaign  in  Korea 
j.i-prdoyouhave  any  idea  what  proportionate  share  you  wore  carrying? 
vji.,  Mr.  DoRHKY.  I  obviously  do  not  because  no  one  would  have  tofd  me, 
xbnt  I  would  have  j)resumed  that  the  amount  we  were  asked  for  or 
%thnt  wo  finally  agreed  to  must  have  been  borne— I  had  the  impression 
jt  bore  some  relation  to  our  investment  and  to  our  importance  in  the 
9!- country.  Ihit  it  is  only  an  impression.  I  would  think  the  othei-s  were 
^'askeil  accordingly. 

J^lv-iir      .  QUESTIONS   FROM   SENATOR  CASE 

'J'\'  ■"        '       .  .  .    I  .  , 

Vjy  Senator  Percy.  The  following  questions,  Mr.  Dorsey,  are  questions 
•^;f rpm  Senator  Case,  and  I  simply  ask  them  in  his  name. 

i  rir  ■■ 

t^H  ■  • 
'■::    -  now   many  IN   GULF  KNEW   OF   KORE/VN   PAYMENTS? 

fe^'-IIow  many  people  within  Gulf  knew  of  the  payments?  In  your  view, 
dliowmany  people  knew  about  the  payments  made  and  their  purpose? 
i:  v->fr.  DoRfiEY.  Talking  about  Korea  again? 
V  '•  Senator  Percy.  Yes. 

■l^Mr.  Dorse Y.  I  presume 

j^^"  Senator  Percy.  I  would  say  that  the  question  should  be  broad  enough 
Ki6  include  South  Korea  as  well  as  all  other  countries  where  campaign 
'^contributions  were  made  ? 
i*!^  I^et  us  take  Korea  fii-st.  Be  specific  about  that. 

f^''Mr.  Dorsey.  I  am  not  trying  to  evade.  It  is  a  very  difficult  question. 
f.to  answer.  You  never  know  who  is  involved  in  the  decisionmaking  at 
I'mny  one  time  in  the  past.  I  would  think  that  probably  four  to  six 
»^people  had  knowledge  of  it  within  the  corporation. 
I  -.  Senator  Percy.  That  is  on  the  South  Korean  contributions  ? 
p  Mr.  Dorsey.  Yes,  sir. 

p;  Senator,  Percy.  Then,  taking  into  account  all  other  contributions 
|to  other  countries  as  well  and,  therefore,  their  political  campaign,  how 
finany,  people  in  Gulf  might  have  known  of  the  existence  of  such 
;a  fund  and  payments  were  being  made  and  for  what  purpose? 
'»i  :Mr.  Dorsey.  I  would  think  at  any  one  time  not  more  than  four 
to  six.  For  example,  I  did  not  Imow  about  the  Bolivian  matter,  al- 
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tliou^'li  I  wns  in  the  headquarters  ofllce  at  tlie  time.  I  did  not  know 
it  was  done  by  otlier  ])ooi)le  and  I  was  not  asked  or  consulted,  but  I 
would  think  in  thu  nature  of  four  to  six  people  at  any  one  time. 


Senator  Pkkcv.  A  question  on  my  own.  Was  it  ever  stated  as  a  policy 
any  i)lace,  so  that  people  had  some  leeway,  that  you  had  to  accom- 
modate youi*self,  you  had  to  do  business  in  accordance  with  the  local 
mores  and  customs,  habits,  and  so  forth,  tlierefore,  they  had  the  dis- 
cretion to  go  ahead  but  policy  had  been  established  at  some  higher 
level  that  this  was,  if  necessary  authorized  in  advance,  or  when  you 
discovered  the  Bolivian  contributions,  for  instance,  did  yon  feel  that 
it  luid  l)een  made  by  officers  of  the  company  or  employees  of  the  com- 
j^any  without  si^ecific  direction  and  without,  in  contravention  of  any 
policy  of  the  company  ? 

Afr.  DoRSKY.  Well,  it  was,  unfortunately,  not  in  contravention  of 
the  })olicy  because  there  was  no  ])olicy  and  that  is  too  bad  in  itself. 
I  would  believe  that  whoever  made  the  decision  about  the  Bolivian 
contribution,  did  it  luider  great  pressure  and  because  they  did  be- 
lieve it  to  be  in  the  best  interests  of  the  corporation. 

T  would  simply  add  that  we  were  completely  expropriated  by  the 
Bolivian  Government  about  2  or  3  yeai-s  later,  completely  and  abso- 
lutely. 

Senator  Pkrcy.  Again,  on  behalf  of  Senator  Case. 

In  your  estimate,  how  many  individuals  in  the  recipient  country 
were  aAvare  of  the  first  payment  that  was  made?  Did  you  deal  with 
the  very  same  people  at  the  time  the  second  payment  Avas  made?  And 
I  think  this  applies  to  South  Korea,  the  first  payment  in  1966,  the 
second  in  1071. 

Mr.  DoRSKY.  I  have  no  idea  how  many  people  in  South  Korea  would 
have  known  it.  I  suspect  like  most  things,  they  would  not  talk  about 
it  too  much,  a  rather  small  and  select  group.  And  basically,  yes,  we 
dealt  with,  more  than  one  pei-son  talked  with  us,  but  only  about 
three  at  most,  and  I  think  basically  they  were  the  same  people  in 
both  years. 

Senator  Pkrcy.  Again,  a  question  of  my  own.  We  have  various  de- 
vice^ foi-  letting  a  contributor  know  the  to]:)  man  is  going  to  know  about 
it.  "Rei^ublicans  and  Democrats  have  used  this  system. 

They  tell  you  in  advance  the  President  will  get  a  list  or  he  will  be 
notified  as  head  of  the  ])arty  the  contribution  is  being  made  or  you 
will  be  invited  to  the  White  House  or  there  will  be  a  special  briefing 
by  Cabinet  officials  for  you,  but  there  is  some  special  attention  paid  to 
contributors.  Ave  all  know  that,  and  under  various  administrations. 

now  THE   CONTRIBUTION   WAS  MADE 

Can  you  tell  the  subcommittee  what  w^as  told  to  you,  if  anything, 
about  how  this  contribution  made  to  Mr.  Kim,  who  is  the  finance  chair- 
man of  the  party,  but  who  really  does  not  make  basic  decisions  for  the 
Government  and  is  not,  as  I  understand  it,  a  part  of  the  Government. 
How  Avere  you  advised  that  the  big  people  Avho  did  make  the  decisions 
aboA^e  'Sir.  Kim,  would  knoAV  of  your  contribution  ? 
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Mr.  DoRSEY.  After  all  these  ^ears,  I  cannot  say  with  any  exactness 
precisely  what  I  was  told.  Obviously,  I  was,  or  wJioever  was  involved, 
would  be  alternately  cajoled  and  threatened  and  in  a  matter  like  this, 
ami  I  am  sine  that  somewhere  along  the  line  that  such  a  statement 
was  made  to  me  or  to  some  of  our  people  that  were  involved,  but  I  do 
not  recall  it  precisely. 

Senator  Pkrcy.  'J'here  is  no  question  though,  that  probably  Presi- 
Ati\i  Paik  and  other  key  Government  officials  would  know  very  defi- 
nitely about  your  contribution  ? 

Mr.  DoKSEY.  Well,  I  cannot  say  that  I  had  any  reason  to  think  they 
would  but  I  have  every  reason  to  believe  that  I  was  told  that  they 
would,  which  may  be  two  different  things.  At  least,  it  turned  out  that 
way  in  our  country. 


^'  Senator  Percy.  Again,  on  behalf  of  Senator  Case,  how  many  people 
and  individuals  in  Bolivia  actually  knew  of  your  political  contribu- 
tions there? 

>rr.  DoRSEY.  I  really  do  not  know.  1  have  only  found  out  about  the 
Bolivian  matter  in  the  last  week. 


il[  Senator  Percy.  Do  you  have  any  knowledge  on  Italy  ? 

^J"'  Mr,  Dorse Y.  No,  I  am  sorry,  I  do  not. 

'-^^  Senator  Percy.  Do  either  of  your  col  leagues  ? 

>'  Mr.  ^riNKS.  No. 

£   Mr.  Seamans.  No. 

f.:'  TIIK  EXTRA  INTEREST  FUND  IN  KOREA 

'•*■{■ " 

Senator  Percy.  In  Korea  many  bank  employees  must  have  known 
:of  the  extra  interest  fund.  Did  you  have  a  feeling  that  the  activities 
'and  contributions  were  known  or  was  this  payment  made  in  such  a 
■  way  that  the  information  could  not  have  spiead  among  lov/er  level 
>  employees  in,  say,  the  bank  or  some  place  else  ? 

i;  Mr.DoRSEY.  I  really  do  not  know  how  the  Koreans  handled*  the 
money  once  it  was  in  their  hands. 

y^     '■     .  THE   BAHAMAS   FUND 

Wif."      - 

;•?  Senator  Percy.  Senator  Case  asks  have  you  any  reason  to  believe 

that  any  official  of  the  Bahamas  Government  or  private  individuals 

residing  in  the  country,  not  connected  with  Gulf  Oil,  were  aware  of 

the  payment? 

1^  ;  ^fr.  Dorsey.  I  would  certainly  think  not. 

K/  Senator  Percy.  Did  you  not  need  a  local  lawyer  or  local  banker, 

lornl  auditing  company  ? 

^■s  Mr.  Dorsey.  Excuse  me,  you  might  be  able  to  help  him  on  that. 

If^  Mr.  Minks.  Would  you  please  repeat  your  question,  Senator  Percy? 

I|f  Senator  Percy.  Have  you  any  reason  to  believe  that  any  officials 

Wthe  Bahamian  Government  or  private  individuals  residing  in  that 

country  not  connected  with  Gulf  Oil  were  aware  of  the  payments? 


i 

I 

i 

J 
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'Slv.  Minks.  Notliing  lias  been  revealed  to  my  knowledge,  as  a  result 
of  tlie  investigation  to  date. 

Seiiator  I^khcy.  Did  you  have  a  local  lawyei',  local  bankei*,  a  local 
CPA,  that  audited  you  down  there  that  would  have  knowledge  of  this 
fund? 

A[r.  Minks.  All  in  with  respect  to  Bahamas  exploration?  No,  we  did 
not. 

Senator  PEiiCY.  I  would  be  happy  to  have  Senator  Case's  top  stal! 
professional  person  interrupt  because  I  am  not  always  sure  what  Sen- 
ator Case  has  in  mind  on  some  of  these  questions. 

;Mrs.  IjEWJS.  We  request  that  you  furnish  information  about  this  for 
the  record,  because  it  is  obvious  we  are  not  asking  the  right  people. 

Mr.  Minks.  I  am  not  quite  sure  what  information  you  aie  seeking. 

Mrs.  lyEwis.  Any  Bahamian  natiojials  who  might  have  been  aware 
that  the  i)ayments  were  made  ^ 

!Mr.  Minks.  J  can  answer  that  again  in  this  ^vay,  quit<i  dii'ectly,  that 
to  date  the  investigation  which  has  been  conducted  has  not  revealed 
any  such  pei-son  who  had  knowledge  of  this  information,  but  if  any 
develops  that  information  will  be  the  subject  of  the  review  committee 
rei)ort  and  will  be  made  public. 

Senator  PKr.cv.  Mv.  Doi-sey,  do  you  think  that  these  payments  would 
have  been  made  had  you  been  under  obligation  to  inform  stockholdei's 
of  this  fact? 

Mr.  DoRSEY.  I  am  sure  not. 

Senator  Percy.  What  would  be  your  view  of  legislation  not  prohibit- 
ing foreign  bribes,  political  contributions,  or  excessive  agency  fees,  but 
requiring  that  these  be  made  public  to  the  Security  and  Exchange  Com- 
mission and  shareholders  ? 

Mr.  Dorse Y.  I  think  it  would  serve  precisely  the  same  pur])ose. 

Senator  Percy'.  There  were  reports  in  this  morning's  New  York 
Times  at  an  annual  meeting  of  the  Exxon  Corp.  Mr.  tlamieson  admitted 
his  firm  also  made  political  contributions  in  countries  whore  this  was 
legal,  and  there  were  indications  that  Canada  was  among  the  countries 
as  well  as  the  United  Kingdom. 

Has  Gulf  made  any  legal  political  contributions  in  Canada  or  Eng- 
land and,  if  so,  can  you  tell  how^  much  ? 

Mr.  Dorsey.  To  my  knowledge,  they  have  not. 

OTHER  uses  for  THE  SLUSH  FUND 

Senator  Percy.  Senator  Case  has  a  theory  that  sometimes  inven- 
tion is  the  mother  of  necessity.  In  your  view,  could  the  fact  that  j^our 
comi^anv  had  a  method  whereby  money  could  be  moved  in  fact,  have 
inspired  people  to  put  the  touch  on  Gulf.  In  other  words,  if  there  is 
say,  well,  we  want  a  part  of  it.  If  the  existence  of  the  slush  fund  was 
knowledge  of  the  slush  fund  that  might  in  a  sense  activate  people  to 
not  a  very  well  kept  secret,  might  it  not  have  inspired  the  need  for  it? 
Plow  else  can  we  explain  ^Ii*.  Stans'  request  for  illegal  coiporate  funds 
of  which  he  would  not  nonnally  have  had  any  reason  to  Ijelieve  could 
have  been  made  available  that  again  is  the  next  to  last  question  ( 

Mr.  DoRSEY.  I  do  not  think  it  is  true  abroad,  would  not  be  true  of 
foreign  countries.  From  what  I  have  read  and  what  I  have  been  given 
to  understand,  it  probably  was  true  in  the  United  States. 
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Senator  Percy.  Finally,  do  not  the  OPIC  contract  terms  in  fact  state 
tliat  if  a  company  Inul  acted  in  such  a  way  to  merit  expropriation,  un- 
1««  !)y  U.S.  Goveinmcnt  order  it  cannot  collect  on  this  insurance  if 
fxpropriated,  so  your  insurance  only  works  if  you  behave  yourself. 
The  U.S.  Government  does  not  condone  interference  in  foreip^i  elec- 
tions, even  though  it  encourages  foreign  investment.  Again,  Senator 
Case'.s  quest  ion? 

'  I  tliinic  that  there  was  a  question  mark  at  the  end  of  it.  Would  you 
rare  to  comment  on  the  OPIC  impact  ? 

^Mr.  DoRSKY.  If  it  is  a  statement  I  am  not  sure  I  agree  with  it.  But  on 
t\ie  OPIC,  I  simply  do  not  know  but  it  so\inds  ver}^  logical  to  me  that 
a  pood  insurance  man  would  write  such  a  proviso. 

Senator  Ppircy.  I  would  like  to  just  make  a  personal  comment  on 
TOur  appearance  here  this  morning. 

*  J  think  if  President  Nixon  had  done  what  you  have  done,  originally, 
-nm!  just  owned  up  to  everything,  and  laid  it  on  the  line,  aiul  that  is 
■what  r  urged  and  Barry  Goldwater.  When  Percy  and  Goldwater  agree 
m  conclusively  on  something,  I  would  have  ho])ed  he  would  have  lis- 
tened at  that  time.  And  that  was  years  ago.  All  we  said  was,  tell  us  what 
happened,  trust  the  American  people  with  the  truth,  and  the  reasons 
/or  it.  And  I  have  every  conviction  that  if  he  had  done  that  and  con- 
'fi««»d  up  to  everything  and  took  all  of  the  blame  himself,  the  American 
j>eoole  would  have  been  very,  very  understanding. 

>Ir,  l)oR8KY.  I  l>elieve  that. 
>"  Senator  Pkrcy.  T  think  he  would  have  finished  his  term.  But  it 
iras  the  failure  to  disclose,  it  was  hiding  the  evidence,  and  it  was  tell- 
ing an  untruth  to  the  American  people.  I  have  no  reason  to  believe 
that  your  testimony  is  not  the  truth,  the  whole  truth,  and  nothing 
licit  the  tnith,  in  this  case,  and  your  commitment  to  continue  to  fur- 
nish this  committee  with  information  I  think  is  a  very,  very  helpful 
pWge  on  your  part.  I  think  it  has  been  extraordinarily  helpful 
to  IIS  and  absolutely  the  right  and  wise  decision  by  you  and  your 
iMird  that  this  testimony,  painful  as  it  is.  I  think  as  you  walk  out  of 
this  room,  ^^r.  Dorsey,  you  will  have  a  tremendous  load  off  your 
^.iionlders,  and  I  think  you  have  done  eminentlj'  the  right  thing,  and 
ntN  want  to  express,  certainly  for  Senator  Case  and  myself,  and  Sen- 
ator Church  has  for  the  entire  subcommittee,  our  appreciation  to  you 
•ml  to  Gulf  for  your  candor  in  this  matter  and  for  your  helpfulness 
iind  guidance.  T  think  you  have  given,  because  this  is  not  an  investiga- 
tion of  Gulf,  it  is  an  investigation  of  having  these  facts  now  in  our 
IKiinds,  what  do  we  do  with  them,  and  it  is  very,  very  difficult.  I  think 
Tour  testimony  is  going  to  be  extraordinarily  Jielpful  to  the  State  De- 
partment because  they  are  struggling  with  what  should  be  the  right 
American  policy  in  this  regard,  and  your  candor  and  I  hope  that 
others  who  feel  as  you  do  will  come  forward  voluntarily  and  let  this 
tfiiil)rommittee  know  what  they  think  policy  ought  to  be.  This  is  in 
tlie  interest  of  our  country,  our  economy,  and  our  well-being  all  over 
tlie  counti^,  and  we  solicit  earnestly  advice  and  counsel  as  we  start 
now  to  legislate  in  this  area  as  to  wdvat  the  proper  thing  is  to  do. 
;;.  I  will  ask  counsel  to  just  ask  one  final  question.  Is  that  a  question? 
-*'>rrs.  Lewts.  It  is  not  a  question.  Could  we  have  information  for  the 
•nxord,  please,  regarding  legal  political  contributions  that  may  have 
been  made  by  Gulf,  particularly  in  Canada  and  the  United  Kingdom? 
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Afr.  DoRSKY.  Yes. 

[The  infoiination  referred  to  follows:] 

[Suinilled  by  Gulf  Oil  Corp.] 

Mrs.   Lewis   requested   infoiination   for  the   record   regardinj^  legal  political  i 
contributions  that  may  have  l>een  made  by  Gulf,  particularly  in  Canada  and  | 
the  United  Kinj,'dom.  We  have  searched  our  reccn'ds  and    are  unable  to  find  any  | 
political  contributions  liaving  been  made  in  the  United  Kingdom.  Gulf  has  made  l 
political  contributions  in  Canada  by  its  wliolly-owned  subsidiary,  Gulf  Minerals  ' 
Canada    LimitcKl,    in    the    following    amounts:    1971— U.S.    $9,000;    1972— U.S. 
$17,000;    1973— U.S.    $:i,000 ;    1974— U.S.    $15,000.    We    are   advised    that    these 
contributions  are  a  matter  of  record  and  are  lawful  under  the  Federal  and 
Provincial  laws  (»f  Canada  and  that  cori)orate  contributions  are  a  customary 
and   accepted    business   and   political    practice   in   Canada. 

The  Gulb^   Companies, 
Pittuhuryh,  Pa.,  October  23, 1915. 
lion.   Frank   Chuuch, 

Chairman,    Subcommittee   on    M iiUinational   Corporations,    U.S.   Senate,    Watfh- 
ini/lon,  D.C. 

Deau  Sknator  Church:  This  is  in  response  to  your  letter  dated  October  15, 
1975. 

The  first  part  of  your  letter  asked  Gulf  to  provide  further  information  coa- 
cerning  legal  political  contributions  made  by  Gulf  in  all  foreign  countries  whicli 
we  understand  to  be  an  expansion  of  the  original  request  to  supply  such  infor- 
mation on  England  and  Canada.  Information  with  respect  to  Gulf's  contributions 
in  England  and  Canada  was  submitteil  earlier  with  the  understanding  that  the 
Review  Conunittec  was  still  investigating  such  matters  and  may  have  furtlier 
findings.  Gulf  has  been  cooperating  fidly  witli  the  Review  Committee,  whose 
report  is  now  due  on  or  before  Decendter  15,  1975,  and  is  expected  to  include  a 
full  disclostire  of  all  foreign  contributions.  WJien  the  report  is  concluded  ami 
released,  the  information  will  be  supplied  to  your  promptly. 

Mr.  .lerry  Levinson,  in  a  telephone  conversation  with  Mr.  Charles  Boyce  of 
my  ottice,  said  that  submission  of  the  Review  Committee  report,  when  available, 
would  be  acceptable  compliance  with  your  request  of  October  15  concerning  this 
subject. 

The  second  part  of  your  October  15  letter  dealt  with  the  contribution  by  Gulf 
to  International  Affairs  (Consultants,  Inc.  and  the  recipients  of  funds  from  tlii.s 
organization  which  might  have  been  sui)plied  through  the  Gulf  contribution,  in 
this  connection,  I  mailed  a  letter  dated  October  10  to  you  correcting  and  sujv 
pigmenting  the  record  on  the  basis  of  further  Information  obtained  from  Ur. 
J«)hn  II.  Davis,  one  of  the  principals  of  International  Affairs  Consultants,  Inc. 
I  susi)ect  our  letters  crossed  in  the  mail,  and  Mr.  Jerry  Levinson  advised  Mr. 
Royce  that  your  oftice  has  now  received  my  letter. 
Very  truly  yours, 

Merlk  E.   Minks, 

Qeneral  Counsel. 

Seitatoi-  Pekoy.  Do  either  of  your  esteemed  members  of  the  staff 
have  any  further  questions? 

Mr.  Levinson.  No,  sir. 

Senator  Pekcv.  Tlie  hearings,  therefore,  are  recessed,  until  the  call 
of  the  Chair. 

[AVhereupon,  at  1 :10  p.m.,  the  subcommittee  was  recessed,  subject  to 
the  call  of  the  Chair.] 
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157.  Excerpts  of  response  to  the  subcommittee's  questionnaire  and  other  docu- 
ments from  Gulf  Oil  Corp. 

Excerpt  from  Gulf  Oil  Corporation  Response  to  the  KI  Questionnaire 


(2)   1969 

In  the  year  1969  Gulf  entered  into  negotiations  to 
purchase  additional  shares  of  stock  in  Heung  Kuk  Sang  Sa 
Co.  Ltd.  (HKSS) /  a  Korean  fuel  oil  distributing  company  in 
which  Gulf  held  25  percent  of  the  stock.   Part  of  the  pur- 
chase agreement  provided  for  the  payment  of  two  million  dollars 
to  the  Korean  owners  of  the  stock.   Shortly  before  the  trans- 
action was  closed,  Lee  Hu  Rak  contacted  the  Gulf  representative 
in  Korea,  Mr.  L.  Hill  Bonin,  Jr.,  and  requested  a  conference 
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concerning  the  agreement  to  purchase  HKSS .   At  the  conference, 
Mr.  Bonin  "sfound  Lee  Hu  Rak  and  Suh  Jung  Koi  (J.  K.  Suh)  , 
ownqr  and  represeTrfeAtive  of  the  Korean  shareholders.   Lee  Hu 
Raky  with  Suh's  agreement^  requested  that  $200,000  of  the 
two  million  dollar  purchase  price  be  made  available  to  defray 
the  expenses  of  President  Park's  scheduled  trip  to  the  United 
States. 

This  request  was  delivered  to  Mr.  H.  I.  Goodman  who 
relayed  it  to  Mr.  E.  D.  Loughney.   Mr.  Loughney  approved  the 
payment  of  $200,000  of  the  purchase  price  in  the  manner  re- 
quested by  Lee  Hu  Rak.   The  total  price  of  two  million  dollars 
was  treated  as  the  cost  of  the  purchase  of  HKSS  stock. 

The  $200,000  was  transferred  by  wire  from  Pittsburgh 
to  the  Union  Bank  of  Switzerland,  Zurich,  to  an  account  in 
the  name  of  J.  K.  Suh,  Account  No.  625,965.600,  on  August  21, 
1969.   It  is  suspected  that  the  funds  were  withdrawn  from 
the  account  by  Lee  Hu  Rak  as  he  signed  the  signature  evidence 
for  withdrawal  in  the  name  of  J.  K.  Suh.   The  sura  of  $199,750 
was  withdrawn  in  December,  1969. 
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acGt.  treasurer 
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US0l99'75O.—   Val.  2.9. 
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Mr.  Wha  Sup  Chung 
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LAW  DEPARTMENT 

June  12,  1978 


Mr,  Stephen  Blush 

Subcommittee  on  Int  rnational  Organizations 

Room   3515,    House  Aniiax  #2 

Washington  D.  C.   26515 

Dear  Mr.  Blush: 

As  indicated  by  the  enclosed  copy  from  the  New  York 
branch  of  Union  Bank  of  Switzerland  to  Gulf  dated  June  9,  1978, 
the  Bank  is  not  willing  to  breach  the  confidentiality  it 
believes  it  has  in  the  matter  notwithstanding  the  points 
which  I  raised  with  Mr.  Schibli  and  described  to  you  in  our 
telephone  conversation  last  Friday.   The  Bank  is  aware  of  Gulf's 
desire  to  cooperate  with  the  Subcommittee  but  is  not  willing 
to  accommodate  us  because  of  what  they  construe  as  a  possible 
violation  of  the  Swiss  banking  laws. 

I  do  not  believe  that  another  request  by  Gulf  to  the  Bank 
will  be  successful,  however  I  will  be  pleased  to  make  whatever 
approach  you  suggest. 


Sincerely  yours, 


Robert  Rees 
RR/rml 
Enclosure 
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< 

UJ  o 


7X  J7> 


GULFOIL  PGH  AA 


UBI 29299  NYK 


TO:  GULF  OIL  CORP. 
FROM:  UNION  BANK  OF  SWITZERLAND  NEW  YORK  BRANCH 
MSG  1069  COMCR  JUNE  22-78  NS 


ATTENTIONMR. 


-C.  MAC  CONNELL 


REFERENCE  IS  MADE  TO  YOUR  TELEX  OF  JUNE  15,  1978 
REGARDING  MR.  J.K.  SUH .  PLEASE  TAKE  NOTE  THAT 
ONLY  PROPERLY  AUTHORIZED  LEGAL  HEIRS  COULD 
OBTAIN  INFORMATION  AFTER  THE  ACCOUNT  HOLDER  DIED. 

REGARDS 


C.O  py 


■^CM 


UJ  o 


CURT  H.  SCHIBLI 

UNION  BANK  OF  SWITZERLAND 

NEW  YORK 


GULFOIL  PGH  AA 


35-^^83      887 


I 


I 
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rr^v/yy)-  A^'n  crMri-ipni-niAi.  ^  .  '         ' 

v,~  ..  ^~  r  '  .     ■     .       '"  ""■•  * 

..      R.    !•  .    CoOJ-.i:  /.T  .  ur.itniu 

PittaburGh 
Mr.  n.  I.  CooJiTVii;    '  /.r  .        •  .         oatc   July  ZP.,   197; 

ictTALF.  or  A3TAr«JO  ?-;E'.VI1\)II>I-)ING  .'  . 

nULl.  r.33  TOKO'lHAIJ  OV/MF.n.  • 


Si»pplcmc»iS.in«;  my  nicinorandnm  of  yentcrcTay's  date  on  the  .above  subject, 
I  wish  to  ciUaryc  upon  the  bac!:ground  and  some  conr.idcr.ations  of  Uiis  project. 

Oo.r  iiiUiAl  point  of  contact  in  the  KorcanCovornincnt ,   throiijih  which  we 
ouppcnlcd  this  propostJd  vc:;.scl  salc^.vas  I'rimc  Minister  Kim  Jonp  I'il.     Tlirou|;h 
hir.  infjucncc  the  apjiroach  to  Koco  by  Jajian  J^incs/Korc.m  Lines  for  the  cVartur 
of  a  VLCC  was  cidilracked  and  o'.ir  proposal  was   rccfiv.-d  rather 'cntliii'iiar:tic.i.lly. 
The  J'lin-.c  Minister's  sccrelnry,    'T-ud"  Ilalin,  was  presoit  at  lliir.  nuctinr  anc! 
subr.cfi'.'cnlly  met  v/ith  iis  to  transmit  information  in  t)o'.h.  ilircclioris ,     Kvcruually , 
Ilali-'i  ad\'»::v^d  un  that  tiie  Pri-.rjc  h'inirtcr 's  choice  for  vccrjcl  owncrr.lup  would  Ijc 
Hr.   Chv'n(3  Tac  Sui:r;  with  whom  we  I'.avc  been  v/orUin,'x  r.ince  that  time,     l-.'.r .   CM:it:,->. 
lo,   of  eovirse,   the  "front  nvan"  ss  shipowner  and  will  sec  to  the  fujinolia;;  i-f  prolita 
frojTJ  llie  operation  into  Uic   DllP.     Benefits  frona  thir.   relationsliip  liavc  .-»!:  tady 
been  iclt  in  other  p'.'obleni  nrcr.c  in  our  Korean  operations. 

With  tJic  economic  ^fruottirc  of  this  project,   ohviounly  it  i*  tr,  H>*»  ;p*/>t-,..;t 
of  the,  r.liijKjwri-rr.  to  maintain  Jloco'r.  freip.ot  fate  at  a  level  aa  hijrh  as  cr.n  *>c 
jur.tific<l,   Iherehy  maximiz.ir.;;  proiit  for  DIIP.     T!ic  point  has  al-jo  been  j;;.\-Je  ti 
Mr.  Chu;jp,  an<!  we  bc|j»'.ve  trnnomitted  to  llic  Priint;  Nliniotcr,   that  CuW  !»as  *lc#nc 
more  than  its  share  in  terms  of  Korean  flac  tonnape;  v/hercan,   our  comlvtiliott 
to  date  has  einploycd  no  Korean  tcnnaj^c.     This',  we  feel,  will  tenti  to  iniiibit  j-ropooaln 
of  additional'Korcon  fla;:  tcnniar;e  to  Koco  which  otherwise  would  back  out  Gulf 
tonna^.c  on  which  wc  hope  to  make  a  profit. 

It'should  be  pointed  out  that  although  we  arranjred  four  Park  vessels  and  the 
324,000  dwt.  ncwbuildlnp.  to  be  jjlaccd  under  Korean  flar.  anrl  Pan  Ocean  ov.r.crrl'.ip, 
thIr.  tonnanc,  under  the  tcrmr.  of  Ihe  renegotiated  fveif.lit  enntract  will  ii<»»  f.revent 
additional  ICi>rean  flaR  tonhaj'.c  froni  beinj;  propor.et!  ti>  Koco,     Wc  feel,  hi-.vever, 
that  an  under standinf.  ha:j  nov/  been  reached  wliich  will  effectively  remove  the 
pressure  of  Korean  fla^  proposals  to  Koco. 

'ihe  pojjilnlit/  c.riintr. ,   of  course,  at  .••omctimn  durinp,  the  currency  of  l!ic 
20  year  charter  to  Koco  lliat  Ib.c  freight  rate  v.'iJi  be  aLiffiriicnlVy  un3ltra.eli"C  to 
cause  political  prer.oure  to  br  applied.     V/e  feel  the  freij-Jil  rales  whiclj  will  rcnult 
.  fruni  Jho  structure  of  'lii.f  pri>jcct  are  reali-.itic  for  a  lonj;  term  cl;arter,   L»:t  in 
llic  event  r.v.ch  jivesr-urc  nlvnuld  be  forthcominf;,   it  can  only  be  applied  to  Ihe  purcdT.oe 
price  and  interest  rale  on  l<ian  on  v.-hlcli  there  is  no  Korean  GovcrnnuMil  i;i:ara'il»  •:. 
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In  t'.iiu  rvt'.n*^^,  w*:  v/oiil«l  li.'vc  to  rely  upon  (he  rtrcn{;(h  of  llic  intlivitli'.Tla. with  v/Jiom 
v/e  li.-\vc  colli  ".n:lc«l.     If  thrnc  in<:ividuals  arc  no  Jonp.rr  in  jionitinn  of  i!ifh:«:tr.c , 
it  mirjil  1»c  :ii;ccr.r:ary  to  tn)l  li.-\r.l;  upon  our  collntcrnl  which,  of  course,   >3  l!>c 
clilp  inorlr^n[^:f:.     TJicri-.forc ,  \vc  am  m.-J:!!-.,",  p:ovis;oi»  fur  n  rcopcncr,    lo  lie 
Ir jpr.'^J'cd  l»>'  any  »cq«ic-.'=t  from  Kor.o  lo  Die  Korean  siMp'nvncr  for  a   iciluclion  ir. 
£vc)L;*ii  rale;  wliich  v.o\iIeI  :".i.\l-.c   {.\v:   fin.^.iicial  j)acka|;r  niiillraclivr  lo  the   nhipowiicr 
when  ntill  coMlJnuir.|;  inortj^aijc  p?.^-.-n«:i>l3 ,   per  ajv-'cniciil,   to  Gulf.     Tlic  nhij)- 
cv/ner  v.oiih'  have  the  opiion  in  this  event,   to  terminate  the  cliartcr,   anti  rclu:n 
ownership  of  ilur  vcDScl  to  Gulf.  • 


PW^. 


R.  F.  Cooke 


RFC:>ulv/ 


cc:    Mr.  A7.    W .  FinUy,  Jr. 
Mr.   P.    r..  Ilolh.w.iy 
Mr.   W.   JI.    )31aclJodce,   Jr, 
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159.  Laws  of  the  Republic  of  Korea  concerning  bribery*  political  donations,  and 
foreign  exchange,  prepared  by  Dr.  Sung  Yoon  Cho,  Assistant  to  the  Chief, 
Far  Eastern  Law  Division,  Law  Library,  Library  of  Congress,  for  the  Sub- 
committee on  International  Organizations,  April  1978 

LAWS  OF  THE  REPUBLIC  OF  KOREA  CONCERNING  BRIBERY, 
POLITICAL  DONATIONS,  AND  FOREIGN  EXCHANGE 


Prohibition  against  bri"bery 

The  subject  of  bribery  is  governed  by  the  Criminal  Code  of 
1/  2/ 

1953   and  the  National  Public  Servant  Law  of  1963.    Under  Article 

129  of  the  Criminal  Code,  any  public  official  who  receives  a  bribe 
in  connection  with  his  duties  shall  be  punished  by  penal  servitude 
for  not  more  than  five  years  or  suspension  of  his  qualifications 
for  not  more  than  ten  years.  Under  Article  133  of  the  same  Code, 
any  person  who  gives  a  bribe  to  a  public  official  as  set  forth  in 
Article  129  is  subject  to  p\inishment  by  penal  servitude  of  not  more 
than  five  years  or  a  fine  of  not  more  than  twenty-five  thousand  won. 
Althoiigh  the  CriminaJ.  Code  was  amended  in  1975,  Articles  129  and  133 
remain  \inchanged. 

Article  6l  of  the  National  Public  Servant  Law  enacted  in 
1963  also  prohibits  public  officiaJ.s  from  accepting  bribes;  it  stipu- 
lates that  "no  public  official  shall  receive  directly  or  indirectly 
a  remuneration,  gift,  or  feast  in  connection  with  his  duties."  The 
Law  has  been  changed  four  times  since  its  enactment;  however.  Arti- 
cle 61  has  not  been  revised. 


1/  Law  No.  293,  September  I8,  1953,  as  amended  by  Law  No.  27^5, 
March  25,  1975- 

2/  Law  No.  1325,  April  17,  1963,  as  last  amended  by  Law  No.  2U6O, 
February  5,  1973. 
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Control  of  political  donations 

Political  donations  are  controlled  by  the  Law  Concerning 
3/  U/ 

Political  Funds  of  I965   and  the  Political  Party  Law  of  1962. 

The  piu*pose  of  the  Law  Concerning  Political  Funds  enacted  on  Feb- 
ruary 9,  1965,  was  "to  promote  fairness  in  politics  by  disclosing 
activities  involving  political  fxinds  offered  to  political  parties 
by  businessmen,  organizations,  or  the  general  public,  thereby  con- 
tributing to  the  sound  development  of  democracy"  (Article  l). 
When  the  Law  of  I965  was  amended  in  1973,  the  phrase  "political 
parties"  was  amended  to  read  "political  groups."  In  the  1973  Law, 
a  political  group  is  defined  as  "a  political  party  which  is  regis- 
tered with  the  Central  Election  Management  Committee  in  accordance 
with  the  Political  Party  Law,  as  well  as  a  bargaining  group  consist- 
ing of  members  of  the  National  Assembly  who  do  not  belong  to  any 
particular  political  party  and  who  have  submitted  the  group's  name 
to  the  President  of  the  National  Assembly  in  accordance  with  Article 
35  of  the  National  Assembly  Law"  (Article  2).   Other  than  this  change 
in  the  definition  of  the  term  "political  party,"  there  are  no  signi- 
ficant differences  between  the  I965  Law  and  the  1973  revision. 


3/  Law  No.  1685,  February  9,  1965,  as  amended  by  Law  No.  2619, 
June  ll;,  1973. 

hj   -Law  No.  12U6,  December  31,  1962,  as  last  amended  by  Law  No. 
2618,  June  lU,  1973. 


863 


The  Central  Election  Management  Conniiittee  is  composed 

of  nine  members,  each  appointed  by  the  President  of  the  Republic 

of  Korea  to  serve  for  a  five-year  term.   The  Committee's  primary 

functions  are  to  see  that  elections  and  national  referendvmis  are  man- 

5/ 
aged  fairly  and  to  deal  vith  affairs  regarding  political  parties. 

Article  3  of  both  the  19^5  and  1973  Laws  states  that  any 
person  with  the  exception  of  anyone  falling  under  one  of  the  items 
enumerated  in  Article  35  of  the  Political  Party  Law  may  contribute 
political  funds  to  a  political  group  by  depositing  money  with  the 
Central  Election  Management  Committee. 

Under  Article  35  of  the  Political  Party  Law  enacted  on 
December  31,  19^2,  a  political  party  is  banned  from  receiving  a 
donation,  financial  support,  or  other  contribution  in  property  from 
any  person  falling  under  any  one  of  the  following  categories:   (l)  a 
foreign  national,  foreign  corporation,  or  foreign  organization  except 
a  foreign  corporation  or  organization  which  is  controlled  by  Korean 
nationals;  (2)  the  government  or  a  public  entity;  (3)  a  public  enter- 
prise or  organization  under  government  management  or  direct  govern- 
ment supervision,  or  an  enterprise  in  which  more  than  half  of  its 
stock  is  owned  by  the  government;  (h)   a  labor  organization;  (5)  a 
school  fovmdation;  or  (6)  a  religious  organization." 


5/  Articles  111  and  112  of  the  Constitution  of  December  27, 
1972. 


864 


Under  Article  51  of  the  same  Law,  acceptance  of  a  dona- 
tion by  a  political  party  or  a  party  official  in  violation  of 
Article  35  carries  a  fine  of  not  less  than  200,000  won  and  not 
more  than  500,000  won  (prior  to  January  1972,  amounts  were  not  less 
than  50,000  won  and  not  more  than  100,000  won).   In  addition,  money 
and  other  valioables  contributed  are  to  be  confiscated.   If  it  is 
impossible  to  confiscate  the  above,  an  equivalent  value  thereof 
may  be  collected.   At  the  same  time,  any  person  falling  under  one 
of  the  items  in  Article  35  of  the  Political  Party  Law  who  makes 
such  donation  shall  be  punished  by  penal  servitude  not  exceeding 
three  years  or  a  fine  of  not  less  than  200,000  won  and  not  more 
than  500,000  won  (amo\ints  were  not  less  than  50,000  won  and  not 
more  than  100,000  prior  to  January  1972). 

Although  the  Political  Party  Law  has  been  revised  four 
times  since  its  enactment  in  1962,  the  provisions  of  Article  35 
and  Article  51  (with  the  exception  of  the  amounts  of  the  fines) 
have  not  been  changed,  and  they  are  presently  in  force.   There- 
fore, payments  made  by  a  foreign  national  or  a  foreign  corporation 
to  a  Korean  party  or  a  Korean  party  official  in  1962  and  any  time 
thereafter  are  considered  illegal. 
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Foreign  exchange  controls 

6/ 
Under  the  Foreign  Exchange  Control  Law  of  1961,   all 

foreign  exchange  transactions  made  by  Korean  nationals  and  foreign 
nationals  are  subject  to  exchange  controls  by  the  Ministry  of  Fi- 
nance and  the  Bank  of  Korea.   Except  for  the  cases  provided  in  the 
Law  or  the  Presidential  Decree  issued  thereunder.  Article  21  of  the 
Law  expressly  prohibits  the  following:   (l)  payment  to  a  foreign 
country;  (2)  payment  to  a  nonresident  or  receipt  of  payment  from  a 
nonresident;  (3)  payment  to  a  resident  on  behalf  of  a  nonresident 
or  receipt  of  such  payment;  and  (U)  transfer  in  accounts  with  a 
nonresident.   The  above  numbers  (2)  and  (U),  however,  do  not  apply 
to  payment  in  Korean  currency  by  a  nonresident  in  the  Republic  of 
Korea  for  his  living  expenses,  purchases  of  daily  necessities  and 
services  or  payment  in  Korean  currency  by  a  nonresident  for  per- 
forming legitimate  business  in  the  Republic  of  Korea. 

Exchange  certificates  are  required  for  all  foreign  exchange 
expenditiores,  except  for  import  payments  under  U.S.  Public  Law  480, 
payments  made  by  commercial  banks  in  connection  with  their  business 
transactions,  and  for  other  payments  of  less  than  ^100  (as  of  19T5). 


6/  Law  No.  933,  December  31,  19^1,  as  last  amended  by  Law  No. 
1920,  March  30,  196?. 
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With  very  few  exceptions,  all  proceeds  from  foreign 
exchange  transactions  must  be  svirrendered  to  the  Korea  Exchange 
Bank  or  a  designated  foreign  exchange  bank  against  payment  in 
won,  or  must  be  exchanged  into  equivalent  foreign  exchange  cer- 
tificates.  The  few  exceptions  are  limited  lairgely  to  transpor- 
tation and  insurance  companies,  and  foreign  nonresidents. 

Foreign  nationals  may  bring  into  Korea  in  any  form  any 
amount  of  foreign  currency.   Visitors  may  take  out  any  authorized 
foreign  currency  originally  brought  into  the  country  and  declared 
at  customs.   Visitors  may  also  convert  won  back  into  foreign  cior- 
rency  up  to  a  value  of  US  $200  (as  of  1975 )»  Just  prior  to  de- 
partiire  at  any  authorized  foreign  exchange  bank,  provided  ap- 
propriate exchange  conversion  receipts  proving  prior  conversion 
of  foreign  currency  into  won  are  in  the  foreigner's  possession. 

Any  person  who  violates  Article  21  of  this  Law  is  sub- 
ject to  imprisonment  for  a  period  not  to  exceed  ten  years,  or  a 
fine  not  to  exceed  ten  million  won;  provided,  however,  that  in 
case  three  times  the  value  of  the  object  of  such  punishable  act 
is  in  excess  of  ten  million  won,  the  amount  of  the  fine  shall 
not  be  more  than  three  times  the  price  of  the  said  object  (Arti- 
cle 35). 
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There  also  is  the  Law  Concerning  Prevention  of  Flight 
1/ 
of  Domestic  Properties  of  196O.    Article  1  of  the  Law  provides 

that  no  person  shall  move  or  commit  an  act  causing  the  removal  of 
property  in  Korea  to  a  foreign  country  for  the  pvirpose  of  flight 
of  such  property.   Exceptions  to  Article  1  are  approved  by  the 
government  when  daily  necessities  are  needed  for  travel  or  a 
temporary  stay  abroad. 

The  property  mentioned  in  Article  1  includes  Korean  cur- 
rency, bank  notes,  negotiable  instruments,  bonds,  gold,  silver, 
precious  metals,  or  jewelry;  foreign  currency,  foreign  paper  money, 

foreign  bank  notes,  foreign  negotiable  instruments,  or  foreign 

8/ 
bonds;  other  movables;  or  ships. 

Any  person  violating  Article  1  shall  be  piinished  by  penal 

servitude  or  imprisonment  not  exceeding  ten  years,  or  a  fine  not 

exceeding  one  million  won;  provided,  however,  that  in  case  three 

times  the  value  of  the  object  of  such  punishable  act  is  in  excess 

of  one  million  won,  the  amount  of  the  fine  shall  not  be  more  than 

three  times  the  price  of  the  said  object  (Article  2). 


X/  Law  No.  129,  April  21,  I96O,  as  amended  by  Law  No.  11^+3, 
September  IT,  1962. 

8/  Article  1  of  the  Enforcement  Decree  of  the  Law  Concerning 
Prevention  of  Flight  of  Domestic , Properties,  Presidential  Decree 
No.  U519,  January  lU,  19T0. 
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160.  The  Crime  of  Slander  against  the  State,  Korean  law  promulgated 

March  25,  1975 

March  20,  1975 

National  Christian  Ministers'  Corps 
for  Realization  of  Social  Justice 


The  Crime  of  Slander  Against  the  State 
(Amendment  to  the  Criminal  Law) 


Ignoring  the  opposition  parties,  the  pro-government  ma- 
jority in  the  National  Assembly  on  March  19  unilaterally 
revised  a  portion  of  the  criminal  code  to  create  this  new ' 
"crime."  Promulgated  on  March  25,  this  new  law  completely 
silenced  all  news  reporting  critical  of  the  Park  regime  by 
Korean  news  agencies,  and  foreign  correspondents  in  Korea 
were  clearly  subject  to  its  penalties  as  well. 

In  Part  II,  Chapter  2  (the  crime  of  inducing  trouble  from  outside 
the  state)  of  the  Criminal  Law,  a  new  section.  Section  2  of  Article 
104  (the  crime  of  slander  against  the  state)  shall  be  established  as  in 
the  following  terms: 
Article  104,  Section  2     (the  crime  of  slander  against  the  state): 

1.  All  Koreans  who  commit  the  following  crimes  outside  of  the 
country  will  be  liable  to  sentences  of  up  to  seven  years  of  im- 
prisonment: slandering  any  national  body  which  has  been 
established  by  the  constitution  or  spreading  rumors  or  dis- 
torting facts  about  any  such  body ;  also  all  other  activities  which 
may  harm  the  welfare  and  interest  of  or  defame  the  Republic 
of  Korea. 

2.  All  Koreans  who  commit  the  crime  described  in  (1)  inside  the 
country  in  association  with  foreigners  or  foreign  organizations 
will  be  liable  to  the  same  penalty.  ivti^ 

3.  Also  pertaining  to  (2),  up  to  ten  years'  suspension  of  civile- 
rights  may  also  be  applicable.  .,  •  »'^^^^^ 

Codicil :     This  law  will  be  in  effect  as  of  the  date  of  promulgatioh.j^ 
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161.  Foreign  Corrupt  Practices  Act  of  1977 

91  STAT.  1494  PUWJC  UW  9S-21S-DEC  19,  1977 

Public  Uw  95-213 
95th  Congress 

Ad  Act 

Dtc  1^  1977      To  aand  tte  Secorldca  Ezehaace  Act  of  19S4  to  sake  It  ntowfil  ter 

IS.30SI  o(  oMuritlca  roglatorcd  panaaat  to  aoetion  13  of  aoek  Act  or  i 

roquiml  to  fllo  roports  pwouant  to  netioB  18(d)  nt  aoeh  Act  t»  r^'' 

pojMnta  to  fbrdga  oAeUls  tod  oClMr  ftovilffB  ptrooao,  to  loqilro 

to  ■ol^talo  oecwoto  roeordt,  tad  for  otbtr  pwpoooo. 


Ad  of 


Be  it  enacted  by  the  Senate  and  House  of  Repreeentativee  of  ike 
VnUed 


it  enacted  by  the  SenaU  and  Houee  of  Bemeentati 
d  States  of  America  in  Congress  assembled, 

TITLE  I— FOREIGN  CORRUPT  PRACTICES 


SHon*  rmjt 

Ssd.  101.  This  title  may  be  cited  as  the  **Forei«n  Cornipi  PnetieM 
Act  of  1977". 

ACOOUNTINa    STANDAUS 

Sec.  102.  Section  18(b)  of  the  Securities  Exchsn^e  Act  of  1M4 
(15  U.S.C.  78q(b))  is  amended  by  inserting  **(1)''  after  ''(b)"  mad 
by  addiiu^  at  the  end  thereof  the  following: 

'^(2)  Every  issuer  which  has  a  class  of  securities  re^:iatered 


IS  use  TSf.  to  section  12  of  this  title  and  everr  issuer  which  is  required  to  Me 

^m,  f.  ISOO.        reports  pursuant  to  section  15(d)  of  this  title  shall — 

**(A)  make  and  keep  books,  records,  and  accounta,  whidt,  is 
rpssonaltle  detail,  accurately  and  fairly  reflect  the  tranaactMaa 
and  dispositions  of  the  assets  of  the  iamer;  and 

"(B)  devise  and  maintain  a  system  ojf  internal  aocoontivf 
controls  suftcient  to  provide  reasonable  sssurancca  that^- 
**(i)  transactions  are  executed  in  accordance  with 
mentis  general  or  specific  authoriastion ; 


'(ii)  transactions  are  recorded  as  neocsary  (I)  to  narmil 
pTNparation  of  financial  statements  in  oonfonnitT  with  am- 
erall^  accepted  accounting  principles  or  any  otaer 


applicable  to  such  statements,  and  (11)  to  maintain 
anility  for  assets; 

*'(iii)  access  to  assets  is  permitted  only  in  aeoordanee  witk 
management's  general  or  specific  anthori»tkiii;  and 

*'(iT)  the  recorded  aocountabilitr  for  assets  is  em 
with  tne  existing  assets  at  reasonable  iatarrals  aad 


priate  action  is  taken  with  respect  to  any  differsaei 
*'(S)(A)  Whh  respect  to  matters  coneeminfftha  natioMl  newi^ 
of  the  United  Statea,  no  duty  or  liability  under  pangr»pk  (t)  m 


this  subsection  shall  be  imposed  upon  any  panoB  actliff  m 
tion  with  ths  head  of  any  Federal  dapaitmsnt  or  SflMwr  fs 
for  such  matters  if  such  act  in  eooperalioii  with  audi  mm  •! 
flwnt  or  agency  was  done  upon  tne  specific,  writlsA  dirtdivv 


tion  with  ths  head  of  any  Federal  dapaitmsnt  or  aawinr 

«  specific,  writi 
mant  or  agancy  pursuant  to  Pr 
to  IMS  such  dirertim.  EaS  dinrtiva  knid  wder  this 


for  such  matters  if  such  act  in  eooperation  with  smIi  lMM«f  s^hmiV 
;  or  agency  was  done  upon  tne  specific,  writlsA  dirtcUva  aff  te 
head  of  such  depaitmant  or  agancy  pursuant  to  Priaiitsntid 


shall  sst  forth  the  spadfic  fMti  and  dreuMtaiiesi  with 
which  the  providons  of  this  pangraph  ars  to  ba  iiiv«ki4 
dirseiifa  £n,  Vihrn  lanawjdlii  wSdiNI,  aipirs  SM  jii 


of 
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*(B)  Each  ItMd  of  •  Fedtntl  (l^ptrtmrnt  or  -  ••»ntv  of  Um  Unttod 
SUtet  who  MMM  1  dirtoti\'«  purMumt  to  thm  p  -tf  .  h  ■bftll 
tain  %  eonpkU  file  of  til  men  directirn  and  •hall,  on  October  1  ol 
•ach  jrear,  tranimit  a  tunmary  of  matter*  covared  br  aoeh  directivia 
in  force  at  any  time  during  the  preriotte  jear  to  the  rennaBcnt  Salact 
Oommittee  on  Intellicenoe  of  tne  Houee  of  Repmentativai  and  the 
Salsct  Coinii\ittee  on  Tntelligence  of  the  Senate.**. 

rooDON  ooaaurr  nucncaa  ar  laeusae 

Sbc.  ICO.  (a)  The  Secuhtica  Exchanfe  Act  of  1M4  ia  amended  bj 
ineertinf  after  section  90  the  following  new  section: 

**ro«sioK  ooaai-rr  psactk-cs  bt  uauna 

^'Sac  aOA.  (a)  It  shall  be  unlawful  for  any  issuer  which  haa  a  cImb    IS  UK  TMi-l. 
of  ncuritieM  refiaterMl  pursuant  to  section  IS  of  thb  title  or  whiek  is    IS  UK  TlfL 
rsQoirKl  to  file  reports  under  srction  15(d)  of  this  title,  or  for  utj   ^m,  p. 
oAoer.  director,  employee,  or  airent  of  such  issuer  or  aar  stockholder 
thereof  actinir  on  behalf  of  such  issuer,  to  make  use  of  the  mails  or 
aaj  means  or  instrumentality  of  interstate  commerce  corruptly  in 

or  authoriaUion  of 
to  ipve,  or  authori 


fartherance  of  an  offer,  payment,  promise  to  pay,  or  authoriaition  of 
tka  payment  of  any  money,  or  offer,  gift,  promise 
on  of  the  firing  of  an\ihing  of  Tslue  to— 
''(I)  any  foreign  oikial  for  purpoan  of — 

''(A)  influencing  any  set  or  aecisioB  of  sudi  foreign  oAcial 
in  hia  oArial  capacity,  including  a  decision  to  fail  to  perform 
his  oAcial  fanction« ;  or 

''(B)  inducing  m>ch  foreign  oAcial  to  \mf  his  influence  with 

a  foreign  government  or  inatnintentality  thereof  to  affect  or 

inffiiettoe  any  act  or  decision  of  such  government  or  instm- 

■wntality, 

in  order  to  assist  such  issuer  in  obtaining  or  retaining  bttsincas  lor 

or  with,  or  directing  bosineos  to.  any  person ; 

*^(3)  any  foreign  politicalparty  or  official  thereof  or  any 
date  for  foreign  political  offtoe  for  purfwara  of— 

**(A)  influencing  any  act  or  decision  of  such  party, 
or  candidate  in  its  or  his  offkial  capacity,  including  a  i 
to  fail  to  perform  its  or  his  oAcial  functions:  or 


'*(B)  indodn|r  mch  party,  oAcial,  or  candidate  to  ase  its  or 

his  inflosnee  with  a  foreign  gm-emment  or  instnunentality 

thereof  to  affeet  or  influence  any  act  or  decision  of  sack  flor- 

emment  or  instmmentality, 

in  order  to  asaist  soch  issuer  in  obtaining  or  rftaining  busiMS  for 

or  with,  or  directing  boBineas  to,  any  parson :  or 

**(S)  any  parson,  while  knowing  or  karing  reason  to  k»ow  tkat 
all  or  a  portion  of  sock  money  or  thing  of  valua  will  ba  olfrrsd, 
fieaa,  or  promised,  directly  or  indirectly,  to  any  foreign  oAcial, 
to  any  foiwign  political  partr  or  oAcial  thartof,  or  to  %aj  aaadi- 
dau  for  fofaign  political  owa,  for  |>arpQHa  of— 

"(A)  inffnsnelng  any  act  or  deciskiin  of  suck  foreiga  oUcial, 
polHieal  paity,  jparty  oAcial,  or  candidala  in  kit  or ita  oAekl 
eapadty,  laeMlag  a  darWon  to  ftiil  to  paf«M«i  kk  ar  Hi 
oUciai  faactloMTor 

«'(B)  iadaefaig  laek  fbraign  affMal,  aalilkal  pai^.  pu^9 
a«M  or  CMdOatf  10  a»  kis  or  ita  laiaMM^^ 
gnwtnmmt  «r  iMtniawtanty  tksrtal  ta  alMt  ar  hl^mmm 
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any  Act  or  decision  of  fuch  forwrniMnt  or  ioitrvAMitolitj, 
in  order  to  tMiat  mch  issuer  in  obUiniaf  or  nUinii  g  hntbmm 
for  or  with,  or  directing  bmiinew  to,  any  portoa. 

*'(b)  Ai  iMed  in  thii  wction^  the  term  ^foreign  o(ki«r  n^tvm  tar 
offc«r  or  employee  of  a  forei^  goTomoMnt  or  tay  dtpftrtoent. 
agency,  or  inatramentality  thereof,  or  any  parMn  aedbg  ia  aa  oAckl 
capacity  for  or  on  behalf  of  such  govemmeat  or  dapartiiwat,  agiacy, 
or  inatnimentality.  Such  term  does  not  iadada  aay  enployaa  of  a 
foreign  goremment  or  any  dapartOMnt,  agency,  or  iastruBMatalHy 
thereof  whose  duties  are  essentially  ministerial  or  clarieaL". 

(b)(1)  Sectioa  82(a)  of  the  Shanties  Exchange  Act  of  1M4  (IS 
^  149S.  VS.C,  78ff(a) )  is  amended  by  inserting  **(otherthaa  ssetioe  SOA)" 
immediately  after  *Hitle**  the  first  place  it  appears. 

(S)  Section  82  of  the  Serorities  ExchanM  Act  of  1M4  (15  U.SX}. 
78ff)  is  amended  by  adding  at  the  end  taereof  the  following  aew 
subsection: 

**(€)(!)  Any  issuer  which  riolstes  sectioa  80A(a)  of  this  title  ifeall, 
apoa  ooavictioB,  be  fined  not  more  than  $1^000,000. 

**(£)  Any  oAcer  or  director  of  an  issoe^  or  any  stockholder  mdmf 
en  behalf  of  such  issuer^  who  willfuDy  Tiobtss  sectioa  80A(a)  of  tins 
title  shall,  upon  conrictaon,  be  fined  not  nK>re  than  $10^000,  or  impria* 
seed  not  more  thaa  fire  years,  or  both. 

**(S)  WheneTor  an  issuer  is  found  to  have  riolatod  ssetka  80A(a) 
of  this  title,  any  employee  or  agent  of  such  issosr  who  is  s  Uailsd 
States  dtiaea,  national,  or  resident  or  is  otherwiss  saMsct  to  ths  jaris- 
dirtion  of  the  United  States  (other  than  aa  oAeer,  dfiaetor,  or  stock- 
holder of  such  issuer),  aad  who  willfully  carried  oat  the  aot  or  prae- 
tice  eoaatitntii^sncn  riolatioa  shall,  apoa  ooaTictka,  ba  fiasa  as* 
■wre  thaa  $10/100,  or  imprisoned  aot  mora  thaa  fiva  vsaia,  or  bolk. 

'*(4)  Wheaevar  a  fiae  is  imposed  nadsr  parasraph  (9)  or  (S)  of  dus 
subsection  upoa  aay  oAcer,  director,  storshnwer,  soipioysa,  or  •gm^ 
si  aa  issuer,  soeh  fine  shall  not  be  paid,  directly  or  iaoirsctly,  by  saek 


HUCncaS  BT  UUSUSlHi  00W€BDIS 


ISIOCTMi^ 


Sac.  104.  (a)  It  shaU  ha  unlawful  for  any  doaMstk  coocera,  othsr 
laa  aa  issuer  which  is  subject  to  ssetioa  lOA  of  tka  Sseaiitisi 
Eaehange  Act  of  1M4,  or  any  oAoer,  director,  sssplojsa,  or  aoMit  sf 
sack  domestic  concern  or  aay  stockholder  thereof  aetiag  oa  baasif  af 
sack  domestic  ooncsra,  to  make  use  of  the  Biails  or  aay  atssBs  or  JMli  a 
BsaUlity  of  intsrstata  eommaree  corruptly  ia  faitharaaea  of  aa  ote', 
payaicat,  prooiisa  to  pay,  or  authorintka  of  tha  payoNOt  af  a^y 
BMMMy,  or  ofer,  cift,  proaiise  to  gi?a,  or  aathoriMtioa  of  tha  gMof 
of  aaythiag  of  ralas  to~ 

(1 )  an  V  foreign  oAdal  for  parposss  of— 

(A)  infioencing  any  act  or  dsdsioa  of  saeh  foralga  oUtiil 
ia  his  oAdal  capacity,  indadiag  a  decisioo  to  f^  la  psrfcni 
kiso«eialfBa3ioas;or 


(B)  iadadag  saeh  foiaiga  <M6U\  to  ow  hk  iajjiaw  wHk 
a  maiga  goranuasat  or  iMtnuaaataUty  tharsaf  la  albcl  «r 
inflasBos  aay  aft  or  dseislQa  af  saok  gafWMaial  a^ 
iastraBMatalUy, 

ia  order  to  asiist  such  dooMstic  cancara  la  obtalaiag  ar  rilaiaiaf 
lor  or  with,  or  dinotiag  basiaMi  to,  i^  paiM  s 
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(9)  aiiY  foi^ifn  political  party  or  oAcial  thereof  or  tnj  eandi- 
dftU  for  rorvifp  political  oAoe  for  purpoM  of — 

(A)  iiiflueDciii|{  any  tct  or  decition  of  roch  party,  oAcial, 
or  caodi<late  in  iti  or  nil  oAcial  caoadt/,  indudinf  a  daciiioo 
to  ftkil  to  ptrfonn  ita  or  hit  oOcial  funetioni :  or 

(B)  inaucinc  mch  party,  oAcial,  or  cinaidata  to  om  ita  or 
hia  iuloeAce  with  a  roreifn  goTenunent  or  iAftminentality 
thartof  to  affaet  or  influanoe  any  act  or  daciaioo  of  loch  gor- 
cmmant  or  inftruBMmtalit^, 

in  ordar  to  aacint  toch  docneotic  concern  in  obtaininf  or  retaininf 
bajdnes  for  or  with,  or  directing  bunnesi  to,  any  peraun ;  or 

(S)  any  person,  while  knowing  or  having  reaaon  to  know  that 
aU  or  a  portion  of  inch  money  or  thing  of  Talne  will  be  offered, 
given,  or  promaed,  directly  or  indirecuy.  to  any  foreign  oAcial, 
to  anT  foreign  political  party  or  oAcial  thereof,  or  to  any  candi- 
dal for  foreign  political  oAca,  for  ourpoeee  of — 

(A)  influencing  any  act  or  decision  of  toch  foreign)  oAciaL 
political  partT,  party  oAcial,  or  candidate  in  hie  or  ita  oAcial 
eaparitir,  incfiMing  a  decision  to  fail  to  perform  his  or  ita 
oAcial  fonctioaa;  or 

(B)  indveiiif  sneh  foreign  oAcial,  political  party,  party 
idaJ,  or  caiKiKlate  to  uae  his  or  its  infloenca  with  a  foreign 


gofremment  (ir  inatnimentality  thereof  to  affect  or  influenca 
any  act  or  d»ci»oo  of  such  goTemmant  or  inftnunentality, 
in  order  to  aMiit  soeh  domestic  concern  in  obtaining  or  retaining 


for  or  with,  or  directing  business  to,  any  paraon. 

(b)  (1) (A)  Szcept  iS  prorided  in  subparagraph  (B),  any  doasestic 

which  Tiolatca  sobaection  (a)  shall,  upon  oonTictioa,  be  fined 

than$l/XX>,000. 


(B)  Any  indiTidnal  who  is  a  domestic  concern  and  who  willfully 
Twiatea  sawection  (a)  shall,  upon  conriction,  be  fined  not  more  than 
^OjOOO.  or  impriaooed  not  more  than  fire  years,  or  both. 

(9)  Abt  oAesr  or  director  of  a  domestic  concern,  or  stockholder 
aelang  on  bahaM  of  such  domsatic  concern,  who  willfully  riolatea  sub- 
aectioa  (a)  shall,  upon  conTietion,  be  fined  not  more  than  $10/)00,  or 
imprisowfa  not  more  than  five  yeara,  or  both. 

ft)  Wbaoersr  a  doaMStic  concern  is  found  to  hare  Tiolated  subaec- 


taoB  (a)  of  this  netion,  any  employee  or  igant  of  such  domestic  concern 
who  M  a  Unitad  States  otisen,  national  or  resident  or  is  otherwias 
to  the  jariadiotioa  of  the  United  Stataa  (other  than  an 


dnaetor,  or  ftocfcholder  acting  on  behalf  of  sodi  domestic  coocemK 
■mI  wlw  wiUfuHy  carried  out  the  set  or  practice  oonatitutinfmeli 
▼iolatioB  shall,  apoo  eoiiTiction,  be  fined  not  more  than  $10/iOO,  or 
~  not  more  than  five  years,  or  both. 


(4)  Whsnarrr  a  fine  is  imposed  under  paragraph  (9)  or  (S)  of  thia 
•■baMtioB  apoa  any  oAeer,  director,  stockholder,  empioyae,  or  agaat 
a#  a  Jemtitic  emttm,  SDch  fine  shall  not  be  paid,  directly  or  hMlire^y, 


w^  wuth  qoassBtic  wmcain. 


(a)  WlMMTar  it  maan  to  t)M  Attorney  General  that  any  donsitie  GMI 


employee,  agent,  or  stockholder  thereof,  it 
m  it  abmit  to  angtgt,  In  any  act  or  practiee  conttitvtiAg  a 
•f  tahMrtiwi  (a)  of  this  section,  tha  Attonity  Oantral  may, 
is  Ut  HtmOom,  brfa^r  •  elTil  aetion  in  an  appiopriate  dittrict  eonH 
g#lkt  UnitaJ  ttotat  to  an}oin  toch  act  or  MMtict,  and  apon  a  pfoptr 
mmhtm  *  piff  lit  or  ^•"'Pgg'7  injunctioa  or  a  ttmporary  rMtfiMi- 


iiw««*r  AaO  W  ffrantad  withovt  bond. 
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(d)  Af  used  in  this  section : 

(1 )  The  term  ^^domettic  concern**  meAns  (A)  eny  indiridwil  who 
ii  a  citiien,  netional,  or  resident  of  the  United  Sckes;  or  (B)  UKf 
corpcrmtion,  pertnerthip,  tsMci«tion,  Joint-stoek  eoasptaj,  bos- 
nesi  trust,  unincorporated  orfsnixstion,  or  sole  proDrMorsiilp 
which  hss  its  principel  piece  of  business  in  the  United  Sutes,  or 
which  is  organised  under  the  laws  of  a  State  of  the  United  States 
or  a  territory,  poeeession,  or  commonwealth  of  the  United  Statci. 

(2)  Th^  term  "foreii^n  oAcial**  means  any  oAeer  or  eniploy«e  of 
a  forei«;n  government  or  any  department,  agency,  or  instrvnes- 
talitT  thereof,  or  any  person  acting  in  an  oOcial  capacity  for  or  oa 
behalf  of  any  such  government  or  department,  ageney,  or  iastni- 
mentality.  Such  term  does  not  include  any  eaapl^ree  of  a  fiwaign 
govemnoent  or  any  department,  agencr,  or  instnnnestaKty  thsvM)f 
whoee  duties  are  esKntisIly  ministerial  or  clerical. 

(8)  The  term  ^^terstate  commerce**  means  trade,  «wna>fffw, 
transportation,  or  communication  among  the  sereral  Statea,  or 
between  any  foreign  country  and  any  St^  or  bet^fawi  any  State 
and  any  place  or  ship  outside  thereof.  Such  term  includes  tiM 
intrastate  use  of  (A)  a  telephone  or  other  interstate  means  of 
oommunication,  or  (B)  any  other  interstate  instnimeatality. 

TITLE  n— DISCLOSURE 

Sac.  901.  This  title  mav  be  cited  as  the  ^'DoiiMatie  and  Foni|^ 
Investntent  Improved  Discloeure  Act  of  1977**. 

Sac.  202.  Section  18(d)  (1)  of  the  Securities  E:&changa  Act  of  IfM 
(15  U.S.C.  78m)  is  amenM  to  read  as  follows: 

**(d)  (1)  Any  person  who,  after  acquiring  directly  or  indiractly  tha 
bene6cial  ownership  of  any  eouity  security  of  a  class  which  ia 
tared  pursuant  to  section  12  of  this  trtla,  or  anjr  eouity  aseority 

ittiM 


insurance  company  which  would  have  been  reqniM  to  be  so  1 
except  for  the  exemption  contained  in  ssetioB  12(g)  (9)  (O)  of 
1SUSC7S/.  ttile,  or  any  equity  security  ianed  by  a  doaad-end  inTSiteMnt  r 

IS  use  80i»-5l.  registered  under  the  Investment  Company  Aei  of  1M0»  is  d' 
indirectly  the  beneficial  owner  of  more  than  5  par  esntnai  of  i 
shall,  within  ten  da^  after  such  acguiaition,  ssad  to  tha  issnar  of  tha 
security  at  its  principal  executive  oace,  by  rcfiatared  or  ceitiicd  bhuI, 
aand  to  each  exchange  where  the  security  is  traded,  aad  fila  with  th* 
Commission,  a  statement  containing  such  of  the  following  infer 
and  such  additional  information,  as  the  Coauniarion  i^y  hy  n 
regulations,  preacribe  as  necessary  or  appropriate  in  the  pnblie 
or  for  the  protection  of  investora— 

*«(A)  the  background,  and  identitr,  residenca,  and  citiiwih^p 
of,  and  the  nature  of  such  beneficial  ownership  bv«  aaeh  peratA 
and  all  other  persons  bv  whom  or  on  whoae  behalf  the  pnrrhiMi 
hare  been  or  are  to  be  effected ; 

**(B)  the  sourre  and  anKwnt  of  the  funds  or  other  caMMMn* 
tion  used  or  to  be  used  in  making  the  purthase««  and  if  ai^  Mi% 
of  the  purchase  price  is  represented  or  is  to  be  repnaaaled  by 
funds  or  other  consideration  borrowed  or  otherwise  ohtainad  iw 
the  purpose  of  ac<]uiring.  holding,  or  tradi^  Mlh  teCfMHy,  % 
description  of  the  tranMction  and  the  names  of  the  yitka  tbattta^ 
except  that  where  a  source  of  funds  ia  a  loam  aiada  m  the  ardiiniij 
oouras  of  business  bv  a  bank,  as  definad  in  mti\m  t(tH«)  W  fkk 
title,  if  tha  person  filing  such  slateownt  m  nmiwti»  Iha  mam  m 
tha  bank  shall  not  be  mads  available  to  the 
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**(€)  if  the  purpoM  of  the  purchases  or  prospective  purchMct 
is  to  acquire  control  of  the  business  of  the  issuer  of  the  securitiea, 
any  plans  or  proposals  which  such  persons  may  have  to  liquids^ 
such  issuer,  to  sell  its  assets  to  or  mer^  it  with  any  other  par- 
tona,  or  to  make  any  other  major  change  in  its  business  or  oorporats 
structure : 

'D)  the  number  of  shares  of  such  security  which  ars  bene- 


ficial 


ly  owned,  and  the  number  of  shares  concerning  which  there 
is  a  right  to  acquire^  directly  or  indirectly,  by  (i)  such  person,  and 
(ii)  by  each  associate  of  such  person,  sivinsr  the  background, 
identity,  residence,  and  citizenship  of  each  sucn  associate;  and 

**(E)  information  as  to  any  contracts,  arrangements,  or  under- 
standings with  any  person  with  respect  to  any  securities  of  the 
issuer,  including  but  not  limited  to  transfer  of  any  of  the  securi- 
ties, joint  ventures,  loan  or  option  arranmnents,  puts  or  cmUs, 
guaranties  of  loans,  guaranties  against  loss  or  guaranties  of 
pro6ts,  division  of  loom  or  profits,  or  the  giving  or  withholding 
of  proxies,  naming  the  persons  with  whom  such  contracts,  arrangs- 
mentft,  or  understandings  have  been  entered  into,  and  giving  the 
deUils  thereof.**. 

Sk.  908.  Section  18  of  the  Securities  Exchange  Act  of  1984,  as    E^dty 
MMBded  (15  UJS.C.  78m),  is  amended  by  adding  at  the  end  thereof 
the  following  new  subsection  : 

•*(g)(l)  Any  person  who  is  directly  or  indirectly  the  beneftcial 
owner  of  more  than  5  per  centum  of  any  security  of  a  class  described 
in  subeection  (d)(1)  of  this  section  shsll  send  to  the  iasner  of  the 
ncaritv  and  shall  file  with  the  Commission  a  statement  setting  forth, 
in  sucn  form  and  at  such  tinne  as  the  Commission  may,  by  rule, 
pracnbe — 

**(A)  such  person*s  identity,  resid^ncA,  and  citixenship;  and 
"(B)  the  number  and  description  of  the  shsres  in  which  such 

rerson  hsi^  an  interest  and  the  nature  of  such  interest. 
)  If  any  material  chance  occurs  in  the  fscts  set  forth  in  the 
statement  sent  to  the  issuer  and  filed  with  the  Commission,  an  amend- 
Bsnt  shall  be  trananitted  to  the  issuer  and  shall  be  filed  with  the 
Commission,  in  accordance  with  such  rules  and  regulstions  as  the 
Commi«ion  may  prescribe  as  necessary  or  sppropriate  in  the  public 
iatcffeflt  or  for  the  protection  of  investors. 

**(t)  When  two  or  more  persons  act  as  a  partnership,  limited  part- 
mrmip,  syndieats,  or  other  ^roup  fbr  the  purpose  of  acquiring,  no)d- 
kkg,  or  disposing  of  securities  of  an  issuer,  such  syndicate  or  group 
iksjl  be  deemed  a  ^rson'  for  the  purposes  of  this  subsection. 

**(4)  In  dstcnnining,  for  purposes  of  this  subsection,  any  percentage 

of  a  cuss  of  any  security,  Mch  class  shall  be  deemed  to  consist  of  tas 

■A  of  ths  oatstandinc  securities  of  such  class,  exclusive  of  any 

itiss  of  soch  class  held  by  or  for  the  account  of  the  issosr  or  a 

ikry  of  ths  issuer. 

**(§)  In  sisreising  its  suthority  under  this  subsection,  ths  Oommii- 

dbm  mnU  take  mch  steps  as  it  dssms  nscsssary  or  approprlats  la  ths 

Mbtte  iatersst  or  f or  tns  protection  of  investors  (A)  to  achisvs  em 


ing  of  information  rscardlnff  ownership.  (B)  to  avoid 
Aiily  dnplicativs  reporting  dj  anaminimias  ths  eoaipUanes 
on  psrsons  rsquirsa  to  report,  tad  (C)  to  tahalaU  and 
J  naks  availabis  ths  iafomatioo  contained  in  any  ispoft  tlsd 


any  ispoft  ilsd 
'    vftiwoftlM 


■■fiiafto  this  subssetioa  in  a  naansr  which  will,  in  tKs 

O— iJMJnw,  nazimias  ths  nasfulnssi  of  ths  iafonnatiM  to  oUnt 

Fateal  and  8Uls  afneisa  and  ths  pnblie. 
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'(6)  TIm  CommiMion  in«v,  by  rule  or  order,  emnpt,  in  whole  or  te 
>f  pereoni  from  any  or  all  of  * 


pert^  aay  person  or  clue  of  pereoni  from  eny  or  all  of  the     . 
requirements  of  this  subeection  as  it  deeroe  neeeaary  or  approprtoCa 


in  the  public  interest  or  for  the  protection  of  inreators. 

*'(h)  The  CommisBion  shall  report  to  ths  Congress  withis  tUfty 
months  of  the  date  of  enactment  of  this  subsection  with  rsspsrt  to  jl) 
the  effectivenees  of  the  ownership  reporting  reqniremeats  < 
this  title,  and  (2)  the  desirability  and  the  feasibility  of 
otherwise  modifying  the  5  per  centum  threshold  used  in 
Amta.  f.  i«98.        (d)  (1)  and  (g)  (1)  of  this  section,  giving  appropriata 
to— 

"  (A)  the  incidence  of  avoidance  of  reporting  by 
ers  using  multiple  holders  of  record ; 
**(B)  the  cost  of  oomplianoe  to  persons  required  to 
**(C)  the  cost  to  issuers  and  o^ra  of  prooeasing  aa 
nating  the  reported  information ; 

*'(D)  the  effect  of  such  action  on  the  ssenritiss  mariBsta, : 
ing  the  system  for  the  clearance  and  ssttlsmsnt  of  aseoxitisi 
actions; 

""(E)  the  benefits  to  investors  and  to  the  poUie; 
**{¥)  any  bona  fide  interests  of  indivianala  in  the  pnraqr  of 
their  financial  affairs; 

[Q)  the  extant  to  which  such  reported  infoniatiaB  gif«  «r 
~  give  any  person  an  undue  aavantage  in  wmaction  with 
IS  use  78».  activitiea  sabject  to  sections  18(d)  and  14(d)  of  thk  title; 

'(H)  the  need  for  such  information  in  oonnactkn  wilk  tfM 
administration  and  enforcement  of  this  titk;  and 
"(I)  such  other  matters  as  the  Commissinn  may 
including  the  information  obtained  porsoant  to  ssetka  lt(l) 
thistias>. 

IS  use  78*.  ing  new  sentence :  **Tht  Commission  may,  for  the jmrpoaa  of  thii 

se^ion,  define  by  rules  and  regulationa  the  tenn  <naM  of  raeofd*  m  it 
deema  necessary  or  appropriate  in  the  public  intanat  or  for  tha  pr»> 

taction  of  investors  in  order  to  prevent  circumventioB  of  the  ] 

of  this  subsection.". 

Approved  December  19,  1977. 


woiUd 


memi,"       Sbc.  204.  Section  15(d)  of  the  Securitisa  Exchange  Aet  af  UM  k 
amended  by  inserting  immediately  before  the  last  sentsnca  tha  lollw- 
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162.  A.  M.  Rosenthal,  "Korea  Junta  Seizes  Graft  Inquiry  Team,"  New  York 

Times,  October  8,  1961 


[        By  A.  M;  ROSENTHAL 

I  special  to  The  Kew  York  Ttat* 

SEOUL.  Korea,  Oct.  7— South 
Koreas  mllitarj'  regime  an-; 
nounced  today  the  arrest  45f  all 
'the  members  of  its  own  InvesU- 
gallon  team  appointed  to  punish 
perpetrators  of  corruption.' 

The  investigators  arc  being 
accui>ed  of  accepting  bribea  from' 
Korean  business  men  charged, 
with  having  accumulated  Uleg^ 
fortunes  during  previous  re- 
gimes. In  exchange  for  the 
bribes,  investigators  are  alleged 
Ip  have  levied  only  small  fines 
against  the  business  men. 

Fifteen   army   officen.   some 
of   them   close   to  meml>ers   of 
the  junta  Uiat  rules  South  K»- 
rea.   were  on   the   team.    Also 
arrested  were  twenty-eight*  ci- 
vilian  Inspectors   and   auditon 
and  several  legal  experts  who 
'had    a    hand    in    drawing   up 
the  punishment   laws.    Accord- 
ing   to    reliable    sources    here 
other  civilians  and  army  offi- 
cers   not   on   the   investigation 
team  also  were  arrested  as  part 
of     the     anti-corruption     drive 
being  carried  out  by  the  pow- 
erfUl    kojean    Central    Intelli- 
gence Agency. 

Fending  Reportvd 
The  Inquiry  and  arrests  were 
reported  here  to  have  touched 
off  feuding  between  high  offl- 
cei's  lit  the  regime  and  to  h.ive 
accentuated  the  Government's 
chief  internal  danger— factional 
struggles  among  army  officers 
who  engineered  and  carried  out 
a  military  coup  In  May. 

Informed  Korean  and  foreign 
sources  in  Seoul  say  that  M^J. 
Oen.  Pak  Chung  Hi,  chief  qf 
the  Supreme  Council  for  Na- 
tional Reconstruction,  still  is  in 
*  control    but    that    friction    be- 


tween cliques  in  the  junta  .stillj 
represents  a  threat  to  stability. 

ThQ  man  pushing  the  invosti- 
gatlon^has  been  Col.  Kim  Chong 
PU,  whose  job  as  chief  of  the 
Central  Intelligence  Agency' 
makes  him  one  of  the  most 
powerful  men  in  the  country. 
Colonel  Kim  is  regarded  as  the 
leader  of  a  group  of  angry 
young  officers  who  helped  Gen-, 
eral  Pak   plan   the  coup. 

Informed  Koreans  and  for- 
eigners here  say  that  G«Mioral 
Pak  Is  fighting  to  keep  ii  bal- 
ance betworn  Colonel  Ki^  and 
lariother  hi^h  ranking  officer  in 
the  Government -Maj.  Gen.  I-i 
Jii  II.  vice ,  chairman  of  the 
'supreme  Council.  Until  he  was 
named  vice  chairman,  General 
LI  was  head  of  the  councils 
subcommittee  on  punishment  for 
Icorruption,  under  which  the  ar- 
Irested  Investigation  team  op- 
erated. 

Threat  Always  PreRcnt 

On  the  surface  everything  is 
qwiet    in    Seoul.      There    is    no 
,rvidence  that  the  Government  Is 
tottering.     But  in  a  rcvolution- 
j.try  regime  as  young  as  General 
jPak's  the  threat  of  a  new  coup 
I  IS  never  really  absent  from  the 
minds   of   the   leaders   and   the 
, public.     For  the  United  States, 
'which    has    supported    General 
jPak  and  invested  ita  prestige  In 
him    by   Uivltlng   him    to    visit 
[Washington    next    month,    an- 
I other  coup  would   represent   a 
.l^cavy  political  blow. 
j  ,  ^tipporters     of     the     regime. 
I  however,  take  comfort  from  the 
jfact  that  General  Pak  was  con- 
fident   enough    to    have    made 
public  news  of  the  arrests  after 
the  city  had  been  full  of  rumors 
.for  weeks.    General   Pak    bases 
much  of  his  claim  to  popularity 
joh  th^  promise  that  he  will  wipe  I 
out  corruption,  a  part  of  Korean 
official  life  for  centuries. 
I     The  decision  to  make  public 
the  fact  that  some  of  tlie  new 
'regime's    own    men    were    sus-- 

|MCt«l  Of  comipuoii.  thiitff^t 
was  not  an  ewy  one.  But  P0m-| 
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leal  observers  here  believe  (hat 
if  he  can  maintain  stab/lity. 
General  Pak  will  benefit  i|i  the 
long  run  from  showing  publicly 
that  the  anti-corruption  drive 
extends  to  his  own  men  As  well 
as  to  hlg  former  opponents. 

This  was  a  point  emphasized 
In  the  Government  aiinounce- 
ment  of  the  arrest  of  the  inves- 
tigation team.  The  arrests  took 
place  Sept.  25. 

The  announcement  said: 

"When  the  revolutionary  Gov- 
ernment discovers  any  mistakes 
or  offenses  committed  by  Itself 
it  ►  will  never  hesitate  to  admit 
them  and  correct  them.  It  ^oes 
without  saying  that  the  revolu- 
tionary Government  will  justly 
md  .severely  Investigate  and 
dispo.se  of  those  who  comniitte<i 
the  misconduct.  It  will  also  im- 
pose severe  punishment  on  any- 
one who  commits  acts  disgrac- 
ing the  revolution  whatever  po- 
sition or  rank  he  might  hold." 

Ironically,  all  of  the  arrested 
officers  had  received  official 
commendations  when  their  in- 
quiry, ended  in  August.  Col  Loo 
Chung  Soon,  chief  of  the  team 
received  a  commendation  from 
General  Pak  himself. 
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163.  Milton  S.  Gwirtzman,  "Is  Bribery  Defensible?"  New  York  Times  Magazine, 

October  5,  1975 


Od.  5        VI/I  9    ,  f oraitii  taMtMM  pnctieM  wM  tlH  MOM  M«9«*^ 
B  ~~~— '-t  M  It  4am  •  practk»  *M  kM  cxM^ 


'No  payoff,  no  contract*  is     """^ '^  #^  -.«-  n*« 
a  hallowed— even  legal -way  iSf^ 
of  doing  business  abroad.    ^' 
But  the  post- Watergate      ^ 
moralists  say  It  is  time  to 


dani  comnltierf  tuicM*.  lu 
ttock  dnin>^  «>  P^  "*  ••* 
hotdinci  In  PiiiMna  w*r*  «■ 
pra|inalc4    and    ttt    uui 


change  the  system. 


Th«  IncrnMl  Krvvnur  S«rr- 

tM  to  invntlgalliic  Me**  Umb 

100  corporation*  for  mpro^ 

eriy  dtiluctJnff  payoffi  antf  po- 

hltcal   contributMm   on  tkatr 

U.X  rc4uma.  (A  briba  ia  aot  a 

nVMMM   K."   aaya  Tha     icfinmair  buunna  deductloa 

An  agml'i  f««  it.)  A  tartaa  o* 

no«  lat  «ona  -  T»a  o^  mmtntty  aw*  te*aa  poM     Hnrinp  by  Oia  S««iaU  Sub- 

for  hittak  flraw.  atxat^tag  to  a  raea«  Mrvay  bf     commiKcc    on    MultlnatkMMl 

The  nnMKtal  Ttaaa.  la  ana  of  mtonit   toam  ■vltMi     Corporaiioot.   lad  by  S«na«or 

Frank  Churrti  of  Miriw.  hM 
tuekd  a  puiti  for  i 
Ikm.  ranflni  frwr  ( 
diKloauiT  of  tuch 
(o  ihHr  cnmlnal 
to  1  rrquimnmi  that  tha 
Siata  r>epanm*n(  latap  watck 


niilidiw  Liiiirwlat  >rtfcwy  i<  nyWi  ifcw*.  practkaa.  «•<*«  IM.  «Mi      M  atalMi  hMtat  hM  lite 
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The  American  businessman  who  won't 
pay  oft  toreign  of ticials  risks  loss 
of  sates  to  competitors  who  continue 
the  practice  without  embarrassment 


ury  or  Stale  WUUmb  Rogers. 
•Tfuet  that  if  the  whole  truth 
were  known  tbout  what  it 
did  to  secure  orders  for  air- 
craft from  certato  foreifn 
•Sovenunents,  the  orders  coutd 
veil  be  canceled,  the  coopeny 
ruined,  and  the  SZOO-nillion 
in  loana  the  Goveminent  has 
made  to  keep  Lodiheed  afloat 
would     be     k>»t     for    food 


r.tore  bribe*,  and  it 

ly  lost  a  jumbo-)et 

L<dia   to   a   French   conpany 

thit,    Lockheed    alleges,    had 

cantrfl>Med  Sl.S-millioo  to  the 

ruling  Congress  party. 

American  blisiness  activities 
abroad  generate  IS  per  cent 
of  the  gross  national  product. 
30  per  cent  of  the  total  profiU 
of  the  nation's  corporations 
and  an  estimated  10  million 
American  Jobs.  In  large  meaa- 
ure.  the  preservation  of  our 
ciment  fragile  economic 
health  depends  upon  profits 
from  foreign  investment  and 
doilais  earned  through  over- 
seas tales.  It  i*  imporunt. 
therefore,  to  consider  the  true 
extent  of  the  problem  of  for- 
ei^  bribery,   and  iu  under- 


the  goods  they  offer  are  pur- 
chaaed  or  reiectad  on  the  bas- 
is of  price  and  quality.  The 
side  inducemeau  are  no  dif- 
ferent from  those  that  are 
part  of  daily  practice  In  al- 
moat  every  field  of  business 
ia  the  United  SUtea. 

In  genensl.  the  larger  the 
company,  the  Mgi«r  the 
deal.  The  bigger  the  deal, 
the  more  heavily  involved  the 
foreign  govemmeat  is,  either 
as  purdtaser,  owner  of  natur- 
al reaoorces  or  regulator,  lite 
bigger  the  government  s 
■take,  the  more  likely  h  is 
that  large  amounu  of 
wiU  paas 
From  the  revelations  of  re- 
cent roootha.  few  can  con- 
test that  graft  and  bribety 
of  significant  propoftiOBS  are 
particularly     la 


wares  through  privau  Ameri- 
can firms  is  apparently  shot 


only  in  Asia  and  the  Middle 
East,  but  in  Europe  as  well. 

The    biggest    payoffs    are 
made    by    the    large    aoHI- 


are  part  of  a  broader  tendency 


(When  former  President  NUon 
Mamed  the  devaluation  of  the 
doHar  on  "inUmational  spec- 
uUton."  he  was  speaking  of 
tome  of  his  heaviest  campaign 
contributors.)  When  firms 
routinely  engage  in  these 
kinds  of  maneuvers,  concept! 
of  moral  ethics  as  well  as 
national  allegiance  tend  to 
Nur.  Lawyers  for  Investors 
Overseas  Services,  during  the 
heyday  of  the  Swiss^Maed 
mutual  fund  conglomerate, 
once  advised  their  chairman, 
Bernard  Comfeld,  that  his 
best  option  as  a  man  with 
a  siz-flgure  tax  biU  would 
be   to   become   a   dUzen   of 


ad.    97    par   o*M   t«   S   far 


Top  maiMgars  of  tlieae 
companies  often  follow  a  life- 
style that  tends  to  encMirage 
unethical  practices.  Some 
heads  of  multlnatiOBal  com- 
panies    have 


Oil  for  payoffs 

tries  and  ntegal  coihribv 

to  scores  of  US    politiciaas. 


M 


cess  to  mUHons  of  dollars  to 
spend  as  they  see  fM.  tbey  are 
driven  by  ( 
to  imprave  the 
earnings.  Tliis  style  of  manage- 
ment  has   some   advantages. 


iU 

against  firing  iu  chief  execu- 
tive. Orln  Atkins  (who  was 
directly  responsible  for  most 
of  the  ~  payments),  on  the 
ground  that  since  he  had  tak- 
en over,  the  corporation's 
net  iitcome  nad  grown  from 
S31-maiian  to  S113-miUiOB.- 
If  corporate  bribery  abroMl 
has  offended  the  post-Water- 
gate morality,  the  companies 
implicatsd  have  nevertheless 
taken  a  greater  share  of  the 
blame  than  they  deserve. 
Bribery  abroad  Is  not  exactly 
the  corruption  of  innocents. 
Several  of  the  incidems  spot- 
lighted by  the  Senau  hearings 
smack  more  of  protection  aad 
extortion  than  of 
bribery.  In  the  most 
gMMis  case, 
the  ruling  party  in  South  ICo> 


UOO^illlon  operation  of  Golf 

Oil 

the  I 

of  tlOHnilliea  to  hM  pwty's 


r.'SLk  Jft'flj  ~ 


td  of  those  of  the 
countries  in  which  they  oper- 


of  travel,  pressure  and  ambi- 
tion they  may  hiae  their  abil- 
ity to  balance  the  naadi  of 
their    shareholders    with    the 


Hm  gamut  from  the  Veopie 
wko  sell  tiie  American  coUcge 
T-siriru  so  popular  with  the 


have, 
from  country  to  country  with 

for 
iavoivcd   and   stiillad   ptoiMs 
in 


beiiavior.  It 
—  to  this  day.  tobacco  eosn- 
aoy 


CutTs 

chairman.  Bob  Dortey.  was 
able  to  shave  the  demand 
down  from  SlO-million.  wWch 
he  considered  "not  in  the  in- 
teresu  of  ii«  company"  to 
S3-million.  which  he  said  was. 
The  reasons  multlnatlMsli 
must  do  business  amid  a  pr^ 


go  oaap  into  i 
structure  of  the  lands  la 
which  they  opsrau.  In  Mwk 
of  Asia  aad  Africa,  the  maikat 
ecoacmy  as  we  kiMiw  i.,   ia 
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i>>*  fUn  of  tlM  Nenhrop  Cor 
«n  KhMhofti. 
BOM    tucnuful 


ca>MBiMKM»-~MS-miaim  on 
1  unglf  4Mi  for  n|htcr  plane* 
— ^  his  nMd  10  cover  his 
oparaiifif   expense*   and   also 

uke  carr  o(  his  pecuniary 
lovaltw*"  m  5audi  Arabu's 
royal  family  Another  memo 
explained  Nonhropi  loss  of 
1  coalract  lo  build  •  cotnmu' 
oicatnns  »y«em  by  noting 
ihtu  Saudi  offKiah  wished 
to  befp  out  the  local  a«eni 
o<  a  Northrop  competitor,  one 
Ibnham  el  Zahed.  They  fell.' 
tkc  mtmo  Mid.  'thai  by 
to    his 


In  many  developing  countries,  civil- 
service  salaries  are  low  and  tenure 
IS  brief  and  uncertain.  Brit>es  pro- 
vide a  form  of  retirement  fund. 


iMnpu  Por  Northrop  km  to^ 
ctnualad  Mi  hnilMgiTi- 
gMhertac  and  Mfk-levxt  cm- 
uru   He  la  MM  u>  h^e  loM 


ihem  for  the  benelil  of  thoae 
in  power  at  (he  momaat  Oe 
tpiie  ihetr  undoubted  rote  In 
inodeml2in«  the  econooica  of 
developing   countries.    foretfD 


peoptc  of  the 
as  laller-day 
Liltla 


T^    rapid    acccWraikm    of    Mayad  away   froM 
American    privau   tnvtslmenl    aanK  sMa.*^ 
In  foreign  lands,  which  bcfan 
in     ihe     mld-nln«tecn-slitlc«, 
was  seen  by  our  foreign-policy 


upon    by    the 
Third     World 


IKMU  of  bribery  I 


moaey  lo  pay  oft  his 
This    may    lound    like 


in  Caniuiy  City  (North- 
hcadquarter^l 
very  val^   one 


wralh  of  the  nauons  Isvolvad 
was  diracted  almoat  soMy 
ai  the  companie*.  When  Ash- 
land adngttcd  it  had  paid 
IIM.OOO  lo  Ihe  Prcatdcai  and 
Pnme  Minister  of  Gabon  lo 
protect  otj  concaaatona,  the 
Govammeni  accused  tha  com- 
pany of  blackmail  and  radam 
In  fact.  IB  much  ofi 


nily    ir  U  S    firms  could  build 
a  nallon'i  infrastructure,  sup- 
ply  Ms   cofliumer   goods   and  nttwot*   of  brftary. 
hire  a  ponton  of  its  workers,  bndo     In     WcMara 
Ihe  greater  (he  likelihood  the  budgets  have  drtad  up  t 
nation    would    be    bound    to  tic    nnffcaU    tor    anna. 
our*  by  the  safaat  and  strong-  chaaas  by  Thud  Wortd 
aetf-in-  trtaa  haw  Incriaiil    k 


•  Saudi  Arabia. 

In    moai 
triaa.  cml 


-Kpioiuiion 
finte*  to  da 
Western 


Lich  of  ^^rtea.  the 
ntm«A(  whIU 
impdiMack  r«- 


Mlanes  by  taking  nKxtey 
they  can  find  it  Where 
Illy  IS  Ihe  rule. 
dM  tenure  of  high  official* 
la  atways  uocenain  and  often 
ilMn  ■nbc*  provide  a  form 
of  iMhiniim  fund.  It  is  con- 
^Aarad  far  more  patnotic  to 
take  the  aioney  from  rtch 
foreign  corporations  than  out 
of  eae's  owa  country    -  i 

None  of  this  is  new    Some 

70  ymn  to.  Joaepti  Conrad 
wroM.  ■  "Nostromo."  about 
dM  Mythical  Uiln  rtpublK 
10    wMch    a 


regiitar    payroll    of 
offlclaU      The 
at  tim  taMTgant  gan- 
riw   of   Wa 


e5Hi:::^i.^b: 

shared  by  our  I  Government, 
which  not  only  encouraged 
investment  In  countries  arhoae 
ethical  sundarl*  differ  from 
oufs,  but  alao  In  many  ra- 
•Decu  set  the  pattern  for  the 
graft  under  censure  today 
American  intelligence  agen- 
cle*  have  regularly  dealt  in 
bribery  and  payofTi  wherever 
they  scenird  to  be  useful  tools 
In  strengthening  Amertcao  In- 
fluence abroad  and  frustrating 
the  designs  of  Communist  na- 
tions. Brikc*  have  baen  uaad 
not  Just  to  acquire  useful  in- 
formation, but  to  reslora  the 
Shah  to  power  In  Iran,  lo 
purrhase  vote*  In  Inlcrnallon- 
al  organiiattona  against  CiAa, 
w  Al- 
ChUa 

W*  shall  probably  mv^r  know 
how  many  of  the  etactorml 
campnlgM  of  pr»-Waat  pollll- 
eal  partlM  «Mra  flnai«ra<  ky 


CIA.   TiM    tignnipt    iklag 


make  use  of  ihem    New  pro-  oar    Ooiaruiuaut    to    be    tka 

grams  were  eMabltshad  to  in-  (  "**  •'^^ '*fj'  «««^ 

sure        foreign        lnve*tjne«  ,       jipJ^am   nMiona.   ■»- 

against  the  risks  of  war  and  ciplenTcCnlTiaa.  M  was  aft- 

eipropoation     tmbnaay    per  ^^    „„^  ^^  „  ^^eiM  l» 

sonnet  were  ordered  lo  scout  ,„     out  of  Ihe  US.  «fMt  If 

out    capon    poaaiMlltlaa    for^  ,^y   depended   uyon   »  for 

Anencan   firma.   wUch   ww*  ,,,^    military    hardwara.    Ita 

published  in  Commerce  Bual-  j  maintenance  aiM  i^u*  pMt^ 

neu  Daily,  Ihe  Government*  i  ^^  d^  trataUiM  of  asiiciMnl 

dally  liat  of  buaineaa  oppor-  ,„  ,„  „^  j 


After  the  IM7  axpoa*  of  the 

C  I  A  's  uae  of  American  stu- 
dent groups  as  fronts  for  in- 
telligence acUvitIc*.  Ihe  CI.A. 
decided  that  new  orgaaixa- 
tiont  were  naadcd  for  the 
purpoae  of  deep  cover  A  spe- 
cial ofTlce  was  established  in 
Washington  to  piaca  agcnu 
la  the  ovirsaai  ofTlcas  of 
American  companies  At  the 
same  time,  multinational*  be 
gan  racTulUng  fomar  laul 
llgence    agenu    to    rvi    theii 


service  he  had  telknd  faratcn 
offlclaJ*.  to  bagUi  a  ww  career 


WlM  Kor«H  CIUm")  Mmp- 
««it  Jr 


>«n.  ika  meat  hipo*^ 


s  generation,  the  US.  and 
the  Soviet  Union,  as  well  aa 
Brttatai  and  Franca,  have  tftai 
to  sirangthen  thatr  tafhsaaea 
in  that  region  by  catering 
lo  the  Arab  rutan'  tonn  of 
Israel  and  aaeh  otitsr  T¥a 
sharp  rise  in  tha  prka  «( 
Orec  oil  gave  tha  Araha  dM 
■leana  lo  buy  «>a  aoM  aafM*- 
licatad  aMdera  wmftatf. 
iwA  salaa  have  hi  com  a 
vttal  alantu  of  Um  "Yacy- 
cling"  prooaAira,  ky  wMck 
Waati 

bMk  aoHM  af  I 
Un.  Pi««s  !••■  ikM  tl-l 
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A  rr»n  could  retire  from  a  Government 

job  that  involved  bribing  foreign 

officiais  to  begins  business 
career  bribing  the  same  officials. 


Oi»w  tke  stiff  competition 
"*"»  other  countries  u>d  the 
••y  business  is  done  in  that 
»««»i.  the  Middle  E«st  .rms 


[*?""*     •     n^JOf    Amencan 
P»«»«»»ce  throushout  the  world 


0"«ler  recent  Studi  Ar*bi«n 
•w.  no  fofeijB  compwiy  could 
^°^  '^"»"'  •  local 
■••»»-■  When  Northrop,  witii 
«*««  encouragement  from 
"e    FMtacon.    undertook    to 

U«e  Saadi  Mini«ter  of  Defense  , 
taU  Kermit  Roosevelt  to  ad- 
»*«e  the  fma  to  hiic  Adnan 
J^^rtotji.  who  had  previous- 
grjw  the  atent  for  Lock- 
•a*  and  Raytheon.  To  get  the 
«^  approved,   the  finn   fat- 
««d  Khashotti-s  fee  to  in- 
clude S450.000  for  two  Saudi 
Air  Force  fenerab  who  were 
threatening    to   'hotd    up    the 
deal.       Northrop       president 
Tliomaa  Jones  says  he  knew 
nothing  about  this,  but  admits 
that  on  a  quick  trip  to  Jidda 
the  graft  question  was  raised 
*^   he   totd    Khashocgi    that  , 
"Northrop  is  a  company  that 
^y    •««    obligations."    The! 
brae    money    was    deducted  I 
Northrop's    income   tax 
■  ded  as  a  mmbursa-  i 
n  iU  bill  to  the  De- 
of    DKeaae.    Since 
*cMn<U\s,     both  I 
1  have  been  withdrawn. 
*o*e    of    the    flghlers    were 
cnnaicrred  by  the  SaM 
*tyt*     m>6     Syria     for     use 
«^^«_l»»e).  Thus  the  US 
nniiiaaiiui     is    encouragiai 
MMtkieal  prKtice*  in  order  to 


.^majuinosy, 
•ce      our      multilitioAl 


escary 
ence     , 

Since  ^_^___ 

companies,    like    GovJKmem 
•tencies.    are    important    in- 
struments of  our  nation's  glo- 
«>«l  power,  it  IS  argued  they 
shouW    not    be    hobbled    bv 
home-bred    notions    of    busi- 
ness   morahty.    After    all,    if 
such  firms  were  Govemment- 
'  owned,  as  many  of  their  for- 
eign   competitors    are,     their 
managers  would   be  servants 
of  the  state  and  presumably 
have  the  same  license  as  in- 
telligence    agents     to     pass 
bnbes    for    the    good    of    the 
country    And   is  there   really 
a    distinction    in    this    regard 
between   state-owned   compa- 
nies and   firms  like   Northrop 
and  Lockheed,  whose  custom- 
ers    are     governments     and 
whose  products  give  our  poli- 
I   cies    (heir    douC    If    ending 
these     practices    means     that 
other   nations,    through   thiir 
j    instruments     of     power,     will 
j   best    us    in    the    contest    for 
international    influence,   don  l 
we  almost  have  to  hold  our 
noses  and  Vt  the  multination- 
als   do    what    they    sav    rtiev 
must'  ~.        ,     , 

There  is.  of  course,  a  grow- 
ing  force  of  opinion   in    thi^ 
countr\     that    holds    such    a 
\iew  of  our  past  foreign  pol- 
icy to  be  both  obsolete  and 
dangerous,  arj;uing  that  brib- 
ery abroad  goes  hand  in  hand 
with  cozinesi  with  dictators 
the  excesses  of  the  CIA  and 
everything  else  that  has  pui 
us    on    the    defensive    In    to 
many  parts  of  the  world    A  ■ 
foreign    policy    that    at    one  ' 
stroke  can  justify  bribes,  the 
ptjrchase    of     influence      the 
overtinrow     of     govemmenu 
and  asaajsinaiions  of  foreign 


leaden  lubvens  not  Just  the 
fret  entarprise  system,  but  all 
.  our  national  Ideals.  Moreover. 
In  lU  own  terms.   It  doesn't 
I  work.    The    brutal    lesson    of 
I   Vietnam    and   Cambodia   was 
that  a  corrupt  regime,  no  mat- 
ter  how  great  its  friendship  for 
or  dependence  upon  the  Unit- 
ed Slates,  does  not  serve  our 
interests;    no   amount   of  ar- 
mamenu  can  save  such  a  re- 
gime from  ultimate  rejection     •«« 
by  its  own  people.  In  China,     "y 
Cuba,  Algeria.  Vietnam 
potentially    —    Portugal 


of  GuH  to  come  to  Om 


poienitai;y  —  Portugal,  the  of  uuiT  to  come  to  UhM  com 
iasue  of  graft  among  the  ml-  (^r  and  tattify  about  tM  com- 
ing class  has  been  an  impor-  P^iy't  actMtica  that*.  The 
(ant  part  of  the  revolutionary  <Mk    of    kaapoig    watch    on 


tanl  part  of  the  revolutionary 
appeal  of  Communist  move- 
ments. The  people  who  have 
uken  over  in  these  countries, 
whatever  their  other  failings, 
usually  are  fanatically  puri- 
tanical when  it  comes  to  re- 
jecting bribes.  If  American 
policy  results  in  more  revolu- 
tions, not  only  will  U.S.  influ- 
ence be  destroyed,  but  trade 
will  cease  and  the  assets  of 
American  firms  will  be  expro- 
priated Thus  even  by  the  test 
of  the  most  single-minded  cor- 
porate manager,  bribery  is 
ultimately  bad  for  business. 

These    opposite    views    of 
American  foreign  policy  can-     ***'"''  ***••  ^ 
not  be  resolved  by  argument.  )  "T*    ** 
With  the  right  pair  of  candi-     "^  **' 
dates,  they  may  be  a  central 
issue  in  next  years  Presiden- 
tial election.  One  thing  is  cer- 
tain, however:  To  implement 
Uus    last    view    wiN    require 
far   greater   changes   in    how 


onicau    oe   wouM   ndicaily 
etiaate  the  atmo^Acfc  of  ew 

wiihaiiin    and    caiaa    wtte- 


opportuoitiet   couki    weU 


There  ia  more  to  be  aai4 
for  a  new  law  niakii«  it  eaaier 
for  the  S.E.C.  to 
closure  of 
ty  years  of 


n  discloaure  ia  to  be  mandat- 
ed, howevw,  it  iteuld  ba  Ite- 


—  lutuiT.  oiMtK  expoaim  of 
PMt  activities  haa  beaa  naca*- 


far   greater   changes   in    how     P***  •ctivities  haa  bcaa  niiia 

our  country  acts  abroad  than     *"^  *»  '««"»  P^AMc  coacMn 

the   mere  cessation  of  graft.     *•  *•  '••'*    Bxt  taktt  tnm 

all   that   changes.     P""***"!  M  WMMlliig  puhUc 

„..-...-.= ipectncie,  Ificre  is  Moia  maaoN 

to  continue  to  call  tiiMlnaai 


tnaC     ..     a,,     M,«j     \.^tmngc», 

business  will  be  handicapped 
in  many  foreign  countries  and 
our   economy   may   suffer  as 

a  result.  -    - 

Yet    this    may   be   exactly  | 
fContmued  on  Page  110)  I 


ConUmmdfromr^,IOr 

«**   oecura.   "ma  laiwtiaa- 

"«»»  by   Congraaa  and   tha  _. 

S.E.C.  hava  aajoyad  a  nmuk-  "*"  ***^  ^  ceQrtfiMM 

aMe   tUyii«   pewar  w    ite  **"*  ^'**^  couatrtaa  and  wMk 
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ofnoAl   of   thai   counlry'i   Fi- 


In  .UHIo..    htW,  'UMW    ' 

S<cr«ury  ol  SUW  ciort*  lill 
hat  proposed  ui  inlcmattonal 
ctmifanm  l»w.  ttmilw  to  th« 
0O«  bCH«  WTtH«  fOf  «n  tu- 
Un- 


lionaU     would     d«riv«     Hwir 


was  "vormlly  in^rfnuiMr"  ui 
•Hew    German    ctwnpanies    to 


the  tUU  o#  De:aw«re.  or  ev«n 
from  ofM  country,  but  from 
an      intarnatlonal      auritonty 


<rr«l 


r|>  U  1.  mW- 


fcarvd  that  if  W«»t  Germany 
dMaaad  it3  laws.  Ks  Hrmt 
wouid  be  "out  of  businru 
(ka  otters  wouM  get  the  busi 
■c«  in  our  jie»d  "  The  brM 
ptaoe  to  lailiate  romnwin 
r««anD  may  be  in  the  Orfan 
■zalMB     for     Economic     C«- 


wkose  membenJiip  compnsn 
rf  the  Western  industruJucd 

vorkjoc  on  guidelines  for  the 
caa^Md  of  bo<ii  muitinatamal 
I  iiM|n  -  and  the  rountncs 
■I  which  (hey  operate  If  the 
U^  were  to  .niist  oa  strong 
against  bribery  m 


yn    tv«a    If   w*   har«    to  p 
act   alone.   It  wlU   not  b*  Iha 
first  time   Last  year,  we  wera 

ready  to  Impaach  a  Praatdant  n,,  p*l«..  |.>»iiii>ii  r*rr'ica 
for  actkMt  Aat  ar«  acca^Ud  f»li<K«i  .^wi.twui..,  «ad  cam 
practtaM  abroad.  WrtwjMa  ,ZL,^';^S ,:',";;^^  ^i^J 
showed  not  that  Aiaeriea  was  .^TbI.^..  w  MiriiwrilLlrl 
the  moat  corrupt  of  natloas.  ikil.  prrt>4«fii  •<  Hndit.  %Mft 
but  thM  It  was  the  most  renat-  ki«  r»"«»»»>  prrftr.  m  p*«  •* 
,.v.  The  trMtfc  1,  that  w,  X' V."* « "X/^r.'ir; 
have  stood  for  worthy  Idaals  „;„'„;,  ^i.^.'Tl  ^iJlJSI 
even    while    playing    intarva-     rmmfttmn*.  and  4«««atMM  Mib 

tiomi    hardball     Ttia    aj^ort      pr»ciir».   M«r..j,.l,    ....irr    Ii 

CoMpaniaa     wouM     hav«     to     of    Marahall    Ptaa    aid.    Pood      '•    "♦  '""'••    '••"'  '••  »  •"- 

mcM    wortd   sUndards   In   all     ^lr  Peace  and  the  Pcm*  Cotpa 

their    activities,    from   ca^tal     volunteers   were   actions   oth-      .m    purr. 

transfers    to    la*    prt>e«dures.     ers    admired     and    then     fol-       — — — 

or  lose  the  right  to  do  bual-     lowed    One  of  our   idaali   Is  '•"'^^ 

nesa  in  the  counirias  that  that  we  are  an  open  socMy  •**  ^ftttm  ta 
adhere  to  the  law  .  ■■  ■  that  leu  its  conduct  hang  out 
for  ethical  laapactlon  Peiltaps 
the  export  of  the  new  mormt- 
ity  bom  of  the  Watergate 
iragady  would  not  hurt  ua  In 


All  these  propoaals  are 
fraught  with  the  delay  and 
frustration  that  come  with 
any  attempt  to  break  new 
ground  in  international  law 
But  if  they  could  be  imple- 
mentcd.  it  wouM  not  be  the 
first  uine  that  nations  found 
iheinsefves  abte  to  do  logeth- 


dtowtty  They  uae  mtddle- 
aant  who  appear  on  ifwir 
as  "age-Its"  or  "con- 


by  local  Uw 
jr«n  and  bankers  and  even 
U  S  Covemaent  ofrtctals 
Uf  IT]   aativca  of  the  cnun 


tfHy  W«  SHfricicntiy  trusted 


or  persoral  adviaers  to  the 
haad  if  state,  but  even 
the  middlemen  cannot  be 
cenam  who  in  the  extendad 
royal  family  or  ruling  clique 
will  Aare  m  the  bribe 

The  middleman'i  (unction 
IS  not  limttcd  to  payoffs 
He  arranges  appotataients. 
heipe  tailor  the  company's 
bid  and  uiveatment  strategy 
to  local  needs.  transniHs 
useful  Intelltgence  about  up- 


hi  the  tachnlcal  aipactj  of 
the  propoaal  But  when  the 
DCfotiaci-JBa  sMft  from  the 
of  the  deal  to  what 
b  eommoaly  teferiad  to  as 
the  "poitttcal  consMar* 
tioM"— Le.  how  much  of 
a    bribe    la    neoeaaary— the 


be    yours    as 

i>«<l.~  A  bargain  ia  struck. 

Corporate  ofAclab  call  thia 
the  markat"  or 
ceptance  for  the 

company's     producu     at     ■ 

high  level  ■ 

Most  bnbes  are  paid  by 
cash  transfan  into  the  bank 
account  of  the  recipient  in 
Switzerland  or  Liechlrnstcin 
This  avoids  both  pubMcity 
and  taxation.  For  bookkaep- 
ing  purpoaes.  the  amount  of 
the  bribe  is  eatervd  oa  the 
books  ai  pan  of  the  middte- 
man's  fee  When  H  Is  too 
large,  rxecutlvcs  hide  It  as 
*>est  t>ey  can — perhaps  as 
marketing  expensaa  or.  in  the 
caae  of  oil  companies,  inun- 
gtbie  dr«l«ng  expenata.  A 
recent  (3-million  payoff  to 
the  Minister  of  Interior  of  a 
Latin  counuy.  which  w«n  a 
OMjor    uUNty 


rled  en  Its  beota  a*  • 


OecMtenalty.    ki    Hm    ol 


talH  la  ■  iMal  Hra 


relatlvea.  gcu  a 
th»  proflU  of  the 
taking  DO  risk  and  i 
DO  work.  One  European 
manufacturer  was  nol 
lowed  to  sell  Ks 
until  the  right 
officials  were  gtven 


One 
the  bribe  on 
IS    to    allow 
as  a  coat  of  doing  busi 
for   U 

If  the  company  Is 
a    coat-plua   corMract 
paid    by    the    UJ 
iMBt.    to    fuatify    iu    n 
buraement.  In  aay  caaa, 
banafldarias   of  tht 
are  the  bribed  offtdals 
-nia 
of  Ik 
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164.  Pharis  J.  Harvey,  **Who*s  Corrupting  Whom?  The  Multinationals  in  Asia/' 
Christianity  and  Crisis,  March  15, 1976 

^  Who's  Coffuptlno  \X/hom? 

THE  MULTINATIONALS 


IN  ASIA 


PHARIS  J.  HARVEY 


"And  besides  this,  between  us  and  you  there  is  a 
great  gulf  fixed  .  .  .  ." 

Father  Abraham  to  the  Rich  Man,  Lk.  16:26 

THE  RECENT  RESIGNATION  of  Bob  R.  Dorscy  ffom 
the  chairmanship  of  Gulf  Oil  Co.,  said  to  have 
been  forced  by  Mellon  family  interests  worried 
about  the  company's  declining  image,  is  the  latest 
development  in  the  United  States  public's  growing 
awareness  of  the  awesome  and  uncontrolled  power 
of  multinational  companies  in  the  Third  World. 
If  his  resignation— which  followed  a  nonstop  flow 
of  revelations  about  Gulf's  legerdemain  in  the 
pursuit  of  political  favors  both  here  and  abroad— 
were  to  bring  about  basic  reforms  in  company 
practices,  it  would  certainly  be  cause  for  rejoicing. 
At  the  moment,  however,  one  must  assume  that 
the  change  is  mostly  cosmetic  and  that  the  structure 


countries  much  of  the  furor  in  the  US  over  cor- 
porate bribes  to  foreign  officials  seems  to  be  naive, 
contrived  or,  worse,  another  instance  of  American 
racism  clouding  judgment.  This  is  not  because  such 
practices  are  tolerated  or  appreciated  by  the  peoples 
of  Asia— as  often  seems  to  be  the  claim  of  corporate 
spokespersons— but  because  the  issue  of  specific 
political  contributions  or  bribes  pales  in  signifi- 
cance beside  the  structural  distortions  and  corrup- 
tion that  the  mere  presence  of  these  giant  Ameri- 
can, European  and  Japanese  corporations  causes— 
whether  or  not  an  illegal  dollar  ever  changes  hands. 
A  spate  of  articles  in  The  Wall  Street  Journal, 
London  Financial  Times,  The  New  York  Times 
and  elsewhere  has  detailed  the  patterns  of  corrup- 
tion overseas  and  the  trials  and  tribulations  that 
an  honest  American,  English  or  Japanese  business- 
person  has  to  face  to  survive  in  the  "jungle"  of 
international  business.  These  articles  have  created 


~^ 


power  and  its  use  remain  intact,  even  if  a  tew 
of  the  players  have  changed.  (Ironically  a  notice 
in  this  week's  Korea  Herald  announces  that  the 
chairman  of  Caltex,  Richard  V.  Moss,  has  just 
replaced  Dorsey  as  president  of  the  US-Korea 
Economic  Council.) 

Senator  Frank  Church's  Subcommittee  on  Mul- 
tinational Corp>orations  has  worked  diligently  and 
produced  an  amazing  amount  of  information  about 
the  activities  of  American  business  abroad.  If  it  is 
as  successful  in  securing  public  legislation  as  it 
has  been  in  gaining  public  exposure,  we  can  look 
forward  to  the  beginning  of  a  new  era  in  corpora- 
tion-government relations.  However,  tfie7e  is  some 
apprehension  here  in  Asia  that  the  emphasis  oh 
corporate  payoffs  overseas  may  leave  the  more  basic 
issues  untouched. 

It  is  perhaps  not  an  exaggeration  to  say  that 
from  the  perspective  of  the  underdeveloped  Asian 


ntAtIt  J.  HAtVrr  l*  praMfiHy  aiiiaia^  hi  rMMrdi  m  Mwwmk  imtk* 
h  T*ky«.  H«  hm  Navalsd  •KtMnivaly  in  Ik*  For  last  ami  km  w*rii*4 
■  mmihir  at  yaara  in  Japan. 


the  impression  that  ihCTSsue-is  one  of  "innocents 

abroad"— the  hapless  American  businessperson,  ill- 
equipf>ed  by  his/her  own  puritan  ethic  to  face  up 
to  the  corrosive  climate  of  more  tropical  moral 
environments. 

Without  belittling  the  real  moral  dilemmas  that 
individual  businesspeople  inevitably  face,  this 
picture  hardly  explains  adequately  the  web  of 
relationships  in  which  international  business  is 
conducted.  Nevertheless,  it  is  utilized  again  and 
again  by  corporate  defendants  to  suggest  that  the 
answer  lies  in  not  being  so  "innocent."  One  must 
adapt  to  the  rules  of  the  game  whereverone  plays; 
"The  onTy~alternative"ls^a  retreat^htcTls^arionlsrTr 
"Bribery  is,  after  all,  the  lubricating  oil  of  busi- 
ness," according  to  a  poll  of  Los  Angeles  Times 
reporters;  and,  as  Bob  R.  Dorsey  reminded  the 
Senate  subcommittee  investigating  Gulf's  payoffs 
to  Korea's  Park  Chung  Hee  regime,  "You  know 
that  mores,  customs,  standards,  values,  principles 
and  attitudes  vary  all  over  the  world.  What  is 
immoral  to  some  is  perfectly  correct  to  others.  What 
is  onerous  to  one  culture  may  be  perfectly  proper 
and  decent  to  another." 

ChrisHanhy  and  Crhit 

v3G     /^^^k  /^J17^ 
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,arperalm  Citizenship"  or  Cerporat*  lnt«r««t? 

Moral    adaptability,   justifigd    as    cultural    scnsi- 

tivity,  is  the  dominant  corporate  re$[>onse:  In  order 
to  sur\ive,  or  at  least  compete,  companies  are  re- 
quired to  draw  ethical  as  well  as  legal  guidelines 
from  their  immediate  environment.  Situational 
ethics  reigns  supreme!  Or,  as  one  company  repre- 
sentative wrote  me  in  response  to  a  query   about 

company  practices  in  Korea,  "It  is  's 

jxdicy  to  be  a  good  corporate  citizen  of  each  of 
the  43  countries  we're  in."  (One  wonders  if  such 
loyally  is  ever  troubled  by  conflicts  of  interest.) 

Such  efforts  at  gcxxi  citizenship  might  be  laud- 
able, but  for  one  consideration:  In  mo%t  Third 
World  countries  large  American  companies  are  at 
least  as  occupied  in  making  or  influencing  the  rules 
as  in  obe>ing— or  working  around— them. 

Take  the  case  of  Gulf  Oil  in  the  Republic  of 
Korea  (ROK).  From  the  time  the  company  first 
invested  in  a  refinery  there  in  1%5.  its  policies 
have  been  welded  firmly  to  the  interests  of  the 
Park  regime,  and  the  Korean  Government  has 
responded  to  such  loyalty  by  developing  an  energy 
policy  geared  to  the  interests  of  Gulf  and  other  US 
oil  companies.  Korea  is  a  land  of  few  natural  re- 
sources. Anthracite  coal  is  one  of  them:  oil  is  not. 
Until  the  mid-sixties  there  was  a  thriving  coal 
industry.  Since  1%3,  however— when  Gulf  bought 
into  the  newly  created  and  government-owned 
Korea  Oil  Co.  (KOCO)  with  a  $5  million  invest- 
ment and  a  $20  million  loan-there  has  been  a 
steady  deterioration  in  the  coal  industry  and  an 
increasing  reliance  on  oil.  In  1%5  petroleum  prod- 
ucts accounted  for  12.2  percent  of  Korea's  energy 
requirements;  by  1971  this  figure  had  increased  to 
49.7  percent. 

It  has  been  estimated  that  by  1976  the  level  of 
oil  dependency  will  reach  62.1  jiercent.  Every  drop 
of  this  oil  has  to  be  imported,  and  three  American 
companies— Gulf,  Caltex  and  Union— provide  the 
entire  supply.  Only  in  late  1973.  when  Korea,  like 
most  developing  nations,  suffered  the  disastrous 
setbacks  caused  by  the  rise  in  oil  prices,  did  a 
chastened  government  begin  to  undertake  the  re- 
habilitation of  the  coal  industry. 

It  should  be  added  that  US  Agency  for  Inter- 
national Development  (AID)  |X)licy  has  contributed 
no. small  amount  to  the  dominance  of  American 
oil  companies  in  Korea.  The  last  AID  loan  for 
development  of  coal  resources,  a  $9  million  loan 
targeted  for  the  Changsang  coal  mine  district,  was 
made  in  196.S.  Since  that  year  (when  Gulf  entered 
Korea).  AID  has  poured  a  total  of  $95.4  million 


into    oil-refining   and    <on$uming    industries,    the 
bulk  of  it  to  American  company-related  projects. 
■This  perversion  of  national   economic   policies 


was  brought  about  by  a  variety  of  means,  not  the 
least  of  which  was  the  close  personal  ties  Gulf 
maintained  to  the  Park  regime  through  KOCO 
officials.  A  completely  foreign  company  in  every 
thing  but  name  (and  official  stock  held  by  the 
Korean  Government— now  at  50  percent).  KOCO 
is  tied  to  the  ROK  Government  primarily  through 
its  president.  Lt.  Gen.  Yu  Chae  Hung  (the  only 
Korean  among  the  company  officers,  except  for  the 
personnel  and  transportation  officers). 

Yu  has  an  interesting  background  for  an  oil 
executive:  Educated  during  the  Japanese  colonial 
period  in  Japan's  military  academy,  he  served 
S>ngman  Rhee  as  Commander  of  the  First  Army 
and  Chairman  of  the  Joint  Chiefs  of  Staff  (1957- 
59).  After  Rhee's  overthrow  in  1%0  he  was  sent 
abroad  as  an  ambassador  to  Thailand,  Sweden  and 
Italy  (1960-70),  brought  back  by  Park  Chung  Hee 
as  Special  Assistant  to  the  President  for  National 
Defense  (1970-71),  and  then  made  Minister  of 
National  Defense  (1971-75).  In  1974  he  was  trans- 
ferred from  this  post  to  head  up  KOCO.  ("Head 
up."  perhaps,  is  a  euphemism,  since  the  vice  presi- 
dent, an  American,  is  described  as  the  "chief  ex- 
ecutive officer"   in   the  company's  annual   report.) 

Yus  predecessor  at  KOCO,  Park  Won  Suk,  also 
has  a  noteworthy  background:  a  member  of  the 
Park  Government's  inner  core,  the  Supreme  Coun- 
cil for  National  Reconstruction,  in  1963;  Deputy 
Director  of  the  Korean  CIA.  l%3-64;  Lt.  General 
and  Air  Force  Chief  of  Staff,  1%4  66;  president  of 
KOCO,  l%6-74,  the  years  when  Gulfs  now-notori- 
ous political  contributions  were  made. 

Gull  followed  a  similar  pattern  with  its  other 
major  subsidiary  in  South  Korea,  the  Chinhae 
Chemical  Co.  Begun  in  1965  with  a  $24.6  million 
AID  loan  (at  2.5  {>ercent  for  30  years,  following 
a  10-year  grace  period),  this  "joint  venture"  with 
the  ROK  Government,  in  which  Gulf  has  25  p>er- 
cent  interest,  is  headed  by  I-ee  Tong  Hwan,  former 
.Ambassador  to  Australia  and  New  Zealand. 

Through  these  and  other  contacts  Gulf  has  been 
able  to  maintain  the  close  and  sympathetic  ear  of 
the  Park  regime.  This  asset  has  not  been  unproduc- 
tive. By  the  end  of  1973  Gulf-controlled  com- 
panies accounted  for  41  f>ercent  of  the  sale  of 
petroleum  products  in  South  Korea  and  44  percent 
of  the  refining  capacity.  They  also  controlled  al- 
most all  downstream  f>etrochemical$— as  producers 
of  all  Korea's  naphtha,  the  basic  ingredient. 

In  1973  Gulf  bought  the  largest  petroleum  selling 
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ageni  in  Korea,  Heungkuk  Sangsa  Co.,  thereby  gain- 
ing virtual  control  from  the  wellhead  in  Kuwait  to 
the   local   filling  station,   ^foreover,    the   company 
—  -Supplies   approximately   ri2   percent   of  all   oil   re- 


supporting  any  direct  relationship  is  missing,  k 
noteworthy  that  in  1971  the  petroleum  industry  in 
South  Korea  was  granted  price  increases  amounting 
to  44  percent,  and  that  in  March  1972  the  oil  in- 


quirements  of  US  forces  in  Korea,  which  in  the 
years  1970-1972  amounted  to  more  than  $39  million 
in  sales.  .\J  together  a  very  powerful  p>osition. 
whether  one  looks  at  it  economically  or  politically. 

Or  miliurily— for  Gulf,  t^  ?cher  with  Caltex, 
has  the  power  virtually  to  par.,;ie  the  ROK  armed 
forces  if  it  should  choose  to  -^  so,  since  South 
Korea  maintains  in  storage  ...ae  more  than  a 
weeks  normal  fuel  requirements— a  fact  that  has 
brought  bitter  thoughts  to  many  a  South  Korean 
student  and,  one  suspects,  to  the  Blue  House  (the 
ROK  White  House)  as  well.  No  worc^T  it's  im- 
portant to  the  Park  Government  '  --  n.aain  close 
ties  to  Gulf! 

(Or  if  one  thinks  in  terms  of  sheer  size  alone, 
obviously  an  overly  simple  equation  but  one  with 
certain  merit.  Gulf  enjoyed  a  revenue  in  1974  of 
S18.2  billion,  about  1.5  times  the  size  of  Korea's 
GNP  of  $12.9  billion.) 

The  "Unfettered  Right"  of  Doing  Business 

TTiis  background  makes  Bob  R.  Dorsey's  defense 
before  the  Senate  multinational  subcommittee 
somewhat  less  than  credible:  "We  are  sometimes 
subject— as  we  were  in  the  case  of  the  Republic 
of  Korea-to  political  pressures  which  we  cannot 
always  successfully  resist."  What  possible  pressures 
could  have  been  so  powerful?  The  threat  of  na- 
tionalization? Hardly.  Given  the  depleted  state  of 
Korea's  foreign  reserves,  it  would  be  virtually  im- 
possible to  compensate  sufficiently  for  Gulf's  $94 
million  investment  (this  is  its  cash  value— in  a 
settlement  Gulf  would  certainly  ask  for  far  more). 
and  to  attempt  nationalization  without  comp>ensa- 
tion  equal  to  Gulf's  demands  would  be  economic— 
and  political— suicide,  as  Salvador  AUende  dis- 
covered in  Chile.  The  loss  of  concessions  for  petro- 
chemical development?  Possibly,  but  hardly  an 
irresistible  pressure  to  a  company  with  Gulf's  clout. 

The  only  explanation  that  can  account  adequate- 
ly for  Gulf's  "succumbing"  to  the  pressure  is  that 
Park  Chung  Hee's  men  were  able  to  convince 
Dorsey  that  the  failure  to  reelect  Park  in  the  then 
upcoming  election  against  Kim  Dae  Jung  (and  in 
spite  of  possessing  all  the  machinery  of  state,  Park 
won  by  less  than  a  3  percent  margin)  would  lead  to 
a  change  in  administration  that  would  wipe  out 
all  of  Gulf's  special  ties  to  Korea's  policy-makers. 

There  may  have  been  more  faaors,  by  way  not 
of   threat   but  of  enticement.   Although   evidence 


dustry  was  the  only  one  exempted  from  a  general 
price  freeze  imposed  by  the  Government  to  slow 
inflation.  In  any  case.  Bob  R.  Dorsey  hinted  at  the 
most  important  element  in  his  testimony  to  the 
Senate  subcommittee:  "To  my  knowledge  the  com- 
pany has  never  asked  for  nor  received  anything  in 
return  for  the  contributions  .  .  .  except,  perhaps, 
the  unfettered  right  to  continue  in  business" 
(emphasis  added). 

This  unfettered  character  of  multinational  cor- 
porate power  is  the  basic  issue.  In  Korea  as  in  most 
Third  World  nations  large  multinational  enter- 
prises have  been  freed  from  almost  all  the  controls 
normally  exerted  upon  business  by  government, 
labor  and  community  pressures.  They  have  been 
unfettered,  not  only  from  competition  by  local 
capitalists  but  also  from  labor  unions,  taxation  and 
import  or  capital  repatriation  controls.  At  the  be- 
ginning of  its  drive  for  foreign  capital  in  1%6, 
the  Park  Government  enacted  a  Foreign  Capital 
Inducement  Act  (FCIA)  which,  as  amended  in 
1973: 

does  not  adopt  any  of  the  restrictive  measures 
often  found  in  the  foreign  investment  laws  of 
many  developing  countries.  The  ¥C\.\  does  not 
impose  any  restriction  on  the  national  labor 
percentage  requirement,  or  require  local  partic- 
ipation in  the  form  of  joint  venture  although 
"  priority  is  given  to  a  joint  venture  over  a  whofty- 
owned  foreign  investment  in  the  process  of 
authorization.  Foreign  investment  is  allowed  in 
virtually  all  fields  of  economy.  As  a  whole  the 
FCI.^  is  so  liberal  and  favorable  to  the  foreign 
investors  that  it  may  be  criticized  as  being  blind 
in  terms  of  national  interest. 


The  Complexity  of  Corruption 

In  addition  foreign  companies  in  Korea  are  pro- 
tected from  labor  strife  by  a  special  law  that  for 
bids  strikes  in  companies  under  foreign  manage 
ment.  This  law,  needless  to  say,  has  the  intended 
effect  of  maintaining  labor  costs  at  a  minimum 
thereby  sustaining  Korea's  competitive  edge  over 
other  poor  Asian  countries  as  a  source  of  well 
trained,  well-disciplined,  dirt-cheap  human  beings 
It  also  suppresses  even  the  mildest  complaint 
against  work-place  abuses  or  safety  regulation  in 
fractions,  often  with  tragic  consequences. 

The  issue  of  corruption,  then,  is  far  more  com 
plex  than  company  payoffs  to  local  politicians,  al 
though  that'particular  malpractice  is  certainly  one 
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the  symptoms.  Rather,  it  is  the  structure  of 
mutual  self-interest  between  giant  foreign  com- 
panies and  ruling  elites  that  corrupts  and  distorts 
the  economic  and  politick  development  of  Third 
World  countries  to  such  an  extent  that  it  is  almost 
futile  to  ask  who  corrupts  whom.  This  structure  of 
corruption  is  rooted  in  three  basic  shortages:  de- 
velopment capital,  modern  managerial  skills  and 
political  democracy. 

In  Korea,  for  example,  the  shortage  of  investment 
capital  which  resulted  from  40  years  of  Japanese 
colonial  domination  has  led  to  an  exorbitant  in- 
terest rate  structure:  thirty  percent  is  common  in 
the  industrial  market,  and  rates  run  as  high  as  100 


percent  for  local  farmers  borrowing  on  the  next 
year's  crops.  When  foreign  loans  can  be  secured 
at  rates  from  5  to  12  percent,  government  officials 
are  inescapably  tempted  to  siphon  off  funds  in- 
tended for  development  and  reloan  them  on  the 
local  market  at  considerable  profit.  Govemmeni 
officials  in  control  of  these  funds  wield  vast  power 
and  frequently  become  quite  wealthy.  The  result: 
development  project  costs  soar  astronomically; 
little  if  any  IcKal  capital  is  invested;  and  control  of 
industrialization  remains  in  the  hands  of  foreign 
companies,  government  officials  and  their  friends. 

The  same  concentration  can  be  found  in  the  area 
of  management  skills  for  industrialization.  When 
a  foreign  firm  seeks  a  local  partner  in  Korea,  for 
example,  it  is  more  profitable  and  efficient  to 
hire  p>olitical  influence  than  business  experience 
or  management  skills. 

There  are  two  reasons  for  this:  (1)  No  limit  is 
set  on  the  numbers  of  expatriate  technical  or 
managerial  personnel  who  can  enter  the  country; 
therefore,  incentive  to  rely  on  Korean  management 
is  limited,  especially  for  .\merican  companies  whose 
business  and  management  patterns  differ  greatly 
from  those  of  Korea.  The  Gulf  pattern  of  relying 
on  Americans  for  all  but  {personnel  officers  is.  there- 
fore, not  totally  atypical.  (Japanese  businesses, 
organized  along  lines  similar  to  Korean  businesses, 
tend  to  integrate  more  fully  into  Korean  business 
circles.  This  is,  of  course,  partially  due  to  the  web 


of  relationships  in  both  business  and  politics  that 
remains  intact  from  colonial  days.) 

(2)  Comp>etition  with  local  business  is  limited 
in  ihe^seciors  that  LIS  corporations  choose  ior  in^- 
vestment;  in  competing  with  other  foreign  or 
would-be  investors,  political  access— or,  more  spe- 
cifically, access  to  bureaucracies  that  regulate  for- 
eign business— can  make  the  crucial  difference  in 
securing  imf>ort  licenses,  foreign  exchange  permits, 
tax  breaks  and  necessary  infrastructure.  The  result: 
a  tightening  of  the  close  circle  of  interlocked  in- 
terests and  a  failure  to  develop  an  entrepreneurial 
class  capable  of  integrating  the  foreign  input  into 
a  healthv  economy. 

The  shortage  of  democratic  institutions  is  further 
exacerbated  by  industrial  policies  that  stifle  the 
development  of  a  labor  movement,  and  political 
processes  that  prevent  the  formation  of  movements 
or  parties  that  could  give  expression  to  the  real 
grief  of  the  common  people.  To  continue  to  induce 
foreign  capital  investments  and  loans-which  like 
a  drug  must  be  injected  in  increasing  doses  to 
stimulate  recession-siricken  economies  while  repay- 
ing the  rapidly  mounting  interest  on  previous 
loans-the  p<x>r  countries  of  Asia  viciously  and 
selfdestructively  compete  to  create  the  conditions 
of  "stability."  a  euphemism  for  ironclad  control 
over  social  friction.  The  result,  spreading  like  a 
t)lague  throughout  the  continent,  is  restriction  of 
the  press,  dismantling  of  political  opposition  and 
detention  of  critics,  prohibition  of  free  thought  in 
the  universities,  and  the  creation  of  a  general 
climate  of  fear  that  heightens  the  culture  of  silence 
already  imposed  by  poverty  itself. 

Th«  Limits  of  th«  Low 

Are  there  legal  remedies?  The  current  debate  in 
the  US  may  provide  better  laws  to  regulate  the 
foreign  operations  of  American  companies.  But,  as 
the  experience  of  Asia  attests,  laws  are  only  as  good 
as  the  will  of  governments  to  enforce  them  in  the 
people's  interest.  In  many  Asian  countries  laws 
are  on  the  books  that  could  diminish  the  strangle- 
hold foreign  companies  have  on  the  economy,  but 
their  enforcement  depends  on  the  very  persons 
who  benefit  from  ignoring  them. 

In  Indonesia,  for  example,  laws  and  presidential 
decrees  specify  that  in  10  years  majority  ownership 
of  foreign  companies  must  be  in  Indonesian  hands. 
This  requirement  has  led  to  the  so-called  "Ali- 
Johnson"  type  of  firm.  "Ali,"  the  Indonesian 
partner,  has  51  percent  of  the  stock— on  paper— but 
"Johnson,"  the  foreign  multinational,  controls  the 
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company.  Since  Ali  cannot  find  enough  domestic 
capital  to  purchase  its  share  of  the  company,  John- 
son loans  the  money  on  the  condition  that  actual 
control  remain  in  Johnson's  hands.  Thus  the  law 
is  obeyed;  at  the  same  time  it  is  rendered -totatiy- 
meaningless. 

One  good  example  of  this  practice  is  the  joint 
venture,  P.  T.  Kabelindo,  a  producer  of  several 
types  of  cables.  The  firm  was  formed  in  1970  by 
NKF  (Nederland  Kabel  Fabriek)— a  subsidiary  of 
Philips,  the  Dutch  giant— and  P.  T.  Mayasu,  a  local 
Indonesian  company.  NKF  provided  75  percent  of 
the  capital;  P.  T.  Mayasu,  25  percent.  The  latter 
amount,  however,  was  in  reality  a  loan  from  Philips 
Development  Corporation,  another  Philips  sub- 
sidiary. Thus  P.  T.  Mayasu  provided  nothing  but 
a  name  for  the  sake  of  the  law. 

Philips'  interest  in  securing  this  arrangement  was 
apparently  to  acquire  a  virtual  monopoly  on  sales 
to  the  Indonesian  Government  under  conditions 
unrestricted  by  competitive  bidding.  Special  import 
arrangements  also  allowed  the  company  to  bring 
finished  products  into  the  country  as  "raw  ma- 
terials," carrying  out  90  percent  of  production  in 
the  Netherlands,  conducting  only  the  most  labor- 
intensive  operations  in  Indonesia  and  passing  on 
the  increased  costs  to  the  Indonesian  Government- 
all  of  this  was  carried  out  under  the  guise  that  it 
was  a  domestic  company.  Furthermore,  it  is  re- 
ported that  Philips,  overpricing  by  30  percent  the 
machines  it  imported  to  set  up  the  company,  was 
able  to^  recover  a  considerable  portion  of  its  in- 
vestment  before  local  production  ever  began. 

These  arrangements  did  not  take  place,  of  course, 
without  considerable  payments  to  "lubricate"  the 
arrangement.  Persons  familiar  with  the  situation 
estimate  that  Philips  expended  $1.1  million  in 
"fees"  required  by  various  officials  to  smooth  the 
way.  The  symbiosis  of  company  and  certain  officials' 
interests  is  further  revealed  in  this  report  of 
Kabelindo's  activities  in  1975: 

~  Early  this  7ear  the  permit  granting  exemption 
for  custom  and  import  duty  on  raw  materials  for 
this  company  expired.  So  Kabelindo  had  to  pay 
import  duty  on  raw  materials.  The  company 
estimated  that  it  had  to  pay  US  $50,000  for  duty 
on  raw  materials  imported  in  1975.  But  that  was 
not  the  case;  "negotiations"  with  an  official  from 
the  Directorate  of  Custom  and  Duty  resulted  in 
a  decision  extending  the  exemption  from  import 
duties,  and  Kabelindo  "only"  had  to  pay  US 
$25,000  to  this  official. 

Similar  examples  can  be  found  throughout  Asia- 
net  all  involving  direct  payoffs,  but  all  exerting  a 
distorting,   corrupting  influence  on   national   eco- 


nomic and  social  goals.  For  example,  one  does  nv. 
have  to  assume  illegal  activity  to  recognize  grossly 
unethical    business   practices    in    Union    Carbide's 
takeover  of  Thailand's   tin-mining   and    -smelting 
"industrjrdurtngnhe  military  goveiiinientso^T- 
Marshals  Sarit  Thanarat  and  Thanom  Kittikachorn. 

Looking  at  the  Systemic  Questions 

When  Marshal  Sarit  came  to  power  in  1963,  he 
needed  a  financial  base  to  offset  that  of  his  rival, 
the  Phao  group,  which  was  built  on  a  monopoly 
of  the  opium  trade.  Tin,  Thailand's  second  largest 
export,  provided  his  chance.  At  that  time  Thailand 
had  no  smelter;  by  providing  Union  Carbide  with 
a  monopoly  on  smelting  and  by  requiring  all  tin 
for  export  to  be  sold  to  this  one  smelter,  he 
guaranteed  himself  and  his  successor,  Thanom, 
enough  power  to  remain  at  the  helm  for  a  decade. 
Ostensibly  a  Thai  company,  the  smelting  firm, 
THAISACO,  was  owned  from  the  beginning  by 
Union  Carbide  plus  a  few  Thai  individuals— mostly 
generals  from  Sarit's  cabinet  and  their  wives. 

During  Thanom's  years  Union  Carbide  and  a 
subsidiary  of  Shell,  Billiton  Corporation,  took  over 
almost  the  entire  18,000  shares.  (Five  shares  were 
held  by  four  Europeans  and  one  Thai.)  Through- 
out this  period  the  military  government  received 
massive  US  military  aid  and  other  favors.  In  turn, 
the  US  Government  was  able  to  manipulate  the 
price  of  tin  internationally,  to  the  benefit  of  do- 
mestic US  industry  and  the  considerable  profit  of 
Union  Carbide,  by  remaining  outside  tlie  InteT^ 
national  Tin  Council  and  releasing  tin  periodically 
from  government-held  stocks  in  order  to  depress 
the  price. 

Where  is  the  corruption  in  this  arrangement? 
Simply  in  the  consonance  of  interest  among  a 
powerful  foreign  company,  its  home  government 
and  a  local  elite  that  needs  a  financial  base  to  con- 
solidate its  power.  Inevitably  that  arrangement 
works  further  to  concentrate  wealth  among  a  few 
political  and  military  leaders  and  to  drain  the 
country's  natural  resources  on  unfavorable  fermsT" 
Thanks  to  the  student  uprising  in  1973,  Thanom 
and  Sarit  are  out  of  power;  Union  Carbide,  how- 
ever, remains— its  monopoly  position  as  firmly  en- 
trenched as  before. 

These,  then,  are  some  of  the  factors  that  give 
the  debate  on  corporate  corruption  a  different 
appearance  when  viewed  from  Asia.  They  must  be 
considered  in  hearings  on  multinational  cofuption 
if  the  result  is  to  bring  change  that  benefits  the 
most  exploited  people  of  Asia.  By  concentrating 
fearlessly  on  the  practice  of  bribery  and  political 
payoffs,  the  Senate  committee  has  performed  a 
salutary  public  service.  But  it  would  be  a  travesty 
if  this  investigation  should  sidetrack  the  Senators— 
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us-from  looking  at  the  most  systemic  questions 
rejjarding  the  extent  to  which  such  large  monop- 
olistic corporations  are  a  corrupting  influence  re- 
gardless of  their  adherence  to  the  laws. 

WJien  Bob  R.  J)Qr3ey  appcaletLio  ihe^^miiniJiet_ 

for  a  law  "outlawing  political  contributions  by  an 
American  company,"  he  may  well  have  sp>oken  in 
earnest;  after  all.  such  a  law  provides  a  company 
with  strong  leverage  to  avoid  payments  that  are 
not  in  its  interest.  But  it  would  do  nothing  to 
correct  the  abuse  of  power  by  a  nominally  Korean 
or  Thai  company  which  is  not  subject  to  US  law 
but  which  is  actually  controlled  by  its  American 
affiliate.  There  is  precious  little  that  can  be  done 
to  prevent  -Luse  in  this  sphere;  but  public  knowl- 
edge of  the  facts  may  give  those  who  struggle  for 
economic  justice,  in  Asia  as  well  as  in  the  U.S,  a 
chance  to  know  more  precisely  whom  they're  fight- 
ing and  what  the  issues  are. 

At  the  same  time  such  public  disclosure  needs 
to  go  far  beyond  the  proposed  requirements  con- 
cerning corporate  contributions  and  commissions. 
It  should  describe  the  relations  between  parent  and 
subsidiary  in  enough  detail  to  allow  persons  in 
the  countries  concerned  to  recognize  just  whom  it 
is  they  are  contending  with  and  how  they  can 
develop  their  own  controls.  Such  disclosure  require- 
ments must,  to  be  meaningful,  include  information 
regarding  intra-company  transactions  such  as  loans, 
sales,  technical  and  managerial  contracts,  as  well 
as  list  major  stockholders  of  subsidiaries  whose 
actual  control  rests  in  the  parent  company.  It  ought 
particularly  to  require  detailed  information  about 
joint  ventures  between  private  .American  com- 
panies and  foreign  governments  or  high  officials  of 
foreign  governments. 

If  such  information  is  unavailable  to  the  Ameri- 
can and  .Asian  publics,  neither  the  corrective  legis- 
lation proposed  by  Gulf  and  other  corporations 
nor  the  proliferation  of  internal  corporate  codes  of 
conduct  wir.  be  of  significant  use  in  stemming  the 
cancerous  growth  of  corporate  power.  Sunlight  is 
the  best  disinfectant-if  it  shines  in  the  right 
place.  □ 
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POLITICAL  FACTORS  IN  THE 
FORMATION  OF  THE 
ENTREPRENEURIAL  ELITE  IN 
SOUTH  KOREA 

Kyong-Dong  Kim 


In  spite  of  a  variety  of  disciplinary  difEerences  in  their 
underlying  arguments,  contemporary  social  science  studies  of  entrepre- 
neurship  have  generally  tended  to  place  excessive  emphasis  on  the 
psychological  ingredients  of  individual  entrepreneurs.  Consequently, 
their  theoretical  considerations  have  focused  on  social  and  psycho- 
logical factors  conducive  to  development  of  such  personalities. ^  This 
orientation  may  be  an  outcome  of  the  historical  experience  of  initial 
industrialization  and  sustained  economic  growth  in  Western  industrial 
societies.  Considering  the  traditional  individualism  and  free  enterprise 
system  prevailing  in  these  countries,  it  should  not  be  too  haid  to  un- 
derstand the  predominance  of  the  social  and  economic  thoughts  of  a 
WeberianSchumpeterian  strain. 

Recently,  however,  it  has  become  increasingly  apparent  that  the 
nature  and  role  of  entrcpreneurship  in  many  non-Western,  newly  in- 
dustrializing countries  involve  quite  a  different  setting  in  which  cer- 
tain distinct  social  structural  conditions  have  affected  entrepreneurial 
behavior.  Above  all,  the  greatly  expanded  role  of  government  in  eco- 
nomic growth  has  resulted  in  a  major  shift  in  the  entrepreneurial  role 
from  that  of  an  active  initiator  to  a  passive  adaptor.  Contributing  to 
this  shift  is  another  historical  circumstance  in  which  technological 
know-how  is  already  available.  It  does  not  need  to  be  invented  anew 
by  entrepreneurial  talents  as  was  generally  the  case  in  AV'Cstern  in- 
dustrialization. This  historical  divergence  does  not  enable  us  to  play 
down  the  importance  of  entrepreneurial  personality  as  an  essential 


1  M.njor  examples  of  this  orientation  include  David  C.  NfcClclland,  The  Achiev- 
ing Society  (Princeton,  N.J.:  D.  Van  Nostrand,  19G1)  and  Everett  E.  Hagen,  On  the 
Theory  of  Social  Change:  How  Economic  Growth  Begins  (Honiewood,  111.:  Dorsey 
Press.  1962). 
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factor  of  production,  but  it  does  require  a  fresh  look  at  the  crucial 
structural  factors  influencing  the  type  of  entrepreneurial  behavior  that 
may  be  characteristic  of  many  countries  trying  to  achieve  rapid  eco- 
nomic growth  through  industrialization. 

The  main  objective  of  this  study,  therefore,  is  to  demonstrate  the 
significance  of  such  a  structural  approach  by  anahzing  pohticai  factors 
in  the  formation  of  the  entrepreneurial  elite  in  South  Korea.  Korea  pro- 
vides fertile  ground  for  this  type  of  structural  approach.  From  the  inci- 
pient effort  for  rudimentary  industrialization  around  the  turn  of  the 
century  up  to  the  present,  political  factors  have  always  played  a  crucial 
part  in  either  promoting  or  discouraging  entrepreneurial  ventures  in 
the  economic  sector.  This  is  particularly  true  in  the  past  decade  or  so 
when  Korea  not  only  has  embarked  on  a  national  drive  for  rapid  eco- 
nomic growth  but  also  has  seen  the  emergence  and  growth  of  an  en- 
trepreneurial elite  taking  an  important  part  in  the  dynamics  of  indus- 
trialization. 

A  study  of  entrepreneurship  can  cover  the  whole  array  of  indi- 
viduals with  "entrepreneurial"  cliaracteristics.  However,  this  study  will 
deal  only  with  the  elite  entrepreneurs  whose  role  in  economic  growth 
is  more  readily  identifiable  in  that  they  are  the  organizers  and  leaders 
of  relatively  large-scale  industrial  enterprises  in  the  major  areas  of  the 
private  sector  of  the  economy.  They  can  also  be  distinguished  from 
other  types  of  economic  elite  such  as  the  managerial  elite  in  the  non- 
industrial  sectors  and  the  technocratic  elite  in  the  public  enterprises, 
for  these  are  basically  political  appointees  and,  hence,  non-entrepre- 
neurial in  character.  This  distinction  is  essential  in  order  to  examine 
the  intricate  interplay  between  the  political  and  economic  sectors  in 
which  the  entrepreneurial  role  is  different  from  the  classical  Western 
type.2 

The  technique  of  analysis  is  a  broad  historical-institutional  ap- 
proach, and  the  major  source  materials  are  journalistic  accounts  in  the 
leading  monthly  magazines  of  scmi-popular  nature  or  newspapers  pub- 
lished in  Korea  during  the  lOGOs  and  early  1970s.  Even  though  these 
are  not  primary  data,  they  present  a  body  of  information  with  a  degree 
of  regularity  that  warrants  a  systematic  analysis.  The  bulk  of  descrip- 
tive presentation  will  focus  on  the  dynamics  of  political  exchange  in- 
volved in  the  process  of  emergence  and  growth  of  the  contemporary 
entrepreneurial  elite  in  the  context  of  recent  industrialization  in 
Korea. 


Emergence  of  "Political  Capitalists"  in  the  Fifties 

Even  though  major  industrialization  programs  were  not  initiated 


2  It  would  be  incorrccl  to  assert  that  the  typical  Western  entrepreneurs  have 
nothing  to  do  with  the  political  economy  of  their  times.  And  yet,  the  extent  to 
wlilch  RO\crnmcnt  actually  inier\cncd  in  or  wielded  control  over  the  private  sector 
of  the  economy  varies  depending  on  the  time  and  place. 
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in  Korea  before  the  1960s,  the  origin  of  the  contemporary  entrepre- 
neurial elite  and  its  typical  behavioral  pattern  could  be  round  in  the 
political  economy  of  the  1950s.  This  decade  was  marked  by  the  great 
turmoil  of  war  and  its  aftermath,  followed  by  another  decade  or  so  of 
frantic  effort  at  rapid  economic  growth,  primarily  led  by  industrializa- 
tion. During  these  two  decades,  the  current  entrepreneurial  elite  made 
its  debut  and  succeeded  in  establishing  large  industrial  empires.  Since 
this  is  a  work  of  limited  scope,  however,  the  discussion  to  follow  will 
concentrate  on  the  most  outstanding  illustrations  of  entrepreneurial 
behavior  in  the  context  of  the  process  of  industrialization. 

The  Korean  War  broke  out  in  1950  and  three  years  of  devastating 
battle  resulted  in  serious  inflation  and  a  rising  level  of  consumption. 
Foreign  aid  of  various  forms  became  the  most  important  source  of 
funds  for  reconstruction  and  rehabilitation  of  the  South  Korean  econ- 
omy. The  predominant  industry,  of  course,  was  the  consumer  industry 
(see  Table  1  for  an  outline  of  the  industrial  growth  pattern  in  this 
period).^ 

TABLE  1:  Industrial  Growth  Pattern:  1946-1961 


1946-1952 


1953-1957 


1958-1961 


Development 
Stage 


Major  New 
Industries 


Foreign  Trade 
E.xport 

Import 


Foreign  aid-funded  Development  of 
import  of  finished  consumer  goods 
goods  industry 


None  (Korean  \Var)     Textiles,  leather, 

paper,  food,  rubber 


Decline  of  consumer 
goods  industry  and 
initial  development 
of  produced  goods 
industry 

Light  machines, 
sewing  machines, 
electric    testers   and 
appliances,  commu- 
nication equipment, 
radios,  fertilizer, 
textile  machines, 
pulp 

Consumer  goods 


Finished    consumer    Capital    goods    and    Capital    goods    and 
goods  semi-finishrd    goods     scmi-fuiishcd    goods 


SOURCE:    Study   of    tlie   Development    Process   oj   Industrialization    in    Korea, 
1968  (in  Korean).  Seoul:   Korean  Economic  Development  Association,   1969. 

It  was  during  this  reconstruction  period  that  a  group  of  entre- 
preneurs emerged  to  grow  rapidly  into  large  industrialists.  Accumula- 
tion of  capital  on  the  part  of  these  entrepreneurs  can  best  be  under- 
stood by  a  careful  examination  of  the  dynamics  of  interplay  between 


3  B)ong-Jun  Hwang,  Han't^uk  ui  Kongob  Kyongje  (The  Industrial  Economy  of 
Korea)  (Seoul:  Asiatic  Research  Center,  Korea  University,  I'.'65);  and  Korean  Eco- 
nomic Development  Association,  Uan'guk  Kongob-Hiva  ui  Yon'gu  (\  Studv  of  the 
Process  of  Industrialization  in  Korea)  (Seoul:  19GS). 
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the  political  and  economic  subsystems  of  the  society.  With  some  private 
capital  at  hand,  they  sought  the  best  opportunities  for  economic  ven- 
tures in  the  existing  political  economy — i.e.,  in  foreign  aid.  The  best 
access  to  this  source  was  the  use  of  political  connections.  These  entre- 
preneurs played  on  the  urgent  need  for  political  funds  on  the  part  of 
politicians  and  the  prevalent  corruption  of  high-ranking  bureaucrats. 
A  few  illustrative  cases  should  suffice  to  show  the  typical  modus  oper- 
andi* 

The  so-called  "tungsten  dollar"  incident  was  the  first  case  in  point. 
In  the  summer  of  1952,  when  the  war  was  still  going  on,  the  Syngman 
Rhee  administration  allocated  over  three  million  dollars  of  foreign 
exchange  to  40  private  firms.  This  fund  earned  through  the  export  of 
tungsten  was  supposedly  allotted  for  certain  specific  needs  of  the  coun- 
try. Instead,  the  Rhee  government  illegally  distributed  it  to  several 
entrepreneurs  enabling  them  to  import  grains  and  fertilizers  which 
were  badly  needed  in  a  country  still  in  the  midst  of  a  war.  By  taking 
advantage  of  the  discrepancy  in  foreign  exchange  rates  and  by  monop- 
olizing the  price,  these  firms  made  enormous  profits.  The  government 
was  then  offered  a  large  contribution  in  return  for  the  favor,  which 
was  allegedly  used  in  Rhee's  Liberal  Party  campaign  for  a  constitution- 
al amendment  that  permitted  his  relection  as  president. 

Another  instance  of  political  manipulation  involved  disguised 
government  subsidies  in  the  form  of  financial  loans.  In  the  spring  of 
1957,  for  example,  the  Liberal  Party  exerted  pressure  on  the  Korean 
Reconstruction  Bank  to  grant  a  large  loan  to  12  big  enterprises  for  the 
professed  purpose  of  helping  reconstruct  the  nation's  industry.  In  the 
process,  however,  these  firms  had  to  contribute  a  certain  percentage  of 
the  loans  as  political  contributions. 

Somewhat  more  complicated  was  the  third  case  of  tax  manipula- 
tion. Large  scale  tax  evasion  was  particularly  prevalent  among  power- 
ful entrepreneurs  and  businessmen  with  political  connections.  But  a 
more  elaborate  form  of  tax  manipulatioh  was  possible  only  with  the 
favorable  tax  policy.  One  example  of  this  political  manipulation  in- 
volved sugar  refineries.  In  imposing  taxes  on  the  refined  sugar  ex- 
tracted from  imported  raw  sugar,  the  government  deliberately  allowed 


*Thc  followinij  discussion  of  "political  capitalists"  in  the  1950s  is  drawti  from 
the  following  uorks:  Ki-zun  Zo.  "Types  of  Entrepreneurs  in  Modernization  Process 
of  the  Korean  Economy,"  in  Report  of  International  Conference  on  the  Problems 
of  Modernization  in  Asia,  June  :S-Jiily  7  1965  (Seoul:  Asiatic  Research  Center, 
Korea  University,  1965),  pp.  616-638;  Tongjin  Rang,  "Hanyuk  Jaebol  iii  Hyong- 
song  kwa  Kebo"  (The  Formation  Process  and  Genealogy  of  Financial  Cliques  in 
Korea),  Chont;  Kyong  Von'gu  (The  Politics  and  Economics  Monthly),  Vol.  2 
(November  I%CV  pp.  121-218;  I'ng-Do  B;ie,  "HanRuk  ui  Jaebol  dul"  (Financial 
Cliques  in  Korea),  SasangKe  (The  World  of  Thoughts  Nfonthly),  (April  1960), 
pp.  C4-75;  Dal-Hson  Kim.  "Ilan'guk  Dokchom  Jaebol  kwa  Sanob  Chabon  Hyong- 
song"  (Monopoly  Financial  Cliques  and  Formation  of  Industrial  Capital  in  Korea), 
Chong  Kyong  Yon'gu,  (November  19C6),  pp.  129-136;  Song-Du  Kim,  "Han'guk  ui 
Dokchom  Kyob"  (Monopoly  Enterprises  in  Korea),  Sedae  (The  Generation  Monthly), 
(December  1967).  pp.  64-81;  and  Hyong-Son  .Moon,  "Jaebol  Non"  (On  Financial 
Cliques),  Sasang-Ke.  (May  1963).  pp.  142-149. 
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a  mucli  lower  percentage  rate  of  extraction  than  the  actual  rate.  Then, 
taxes  would  be  levied  only  on  the  set  lower  percentage  of  refined 
sugar  enabling  the  company  to  make  a  good  profit. 

Disguised  protective  tariffs  were  another  example  of  tax  manipula- 
tion applied  particularly  to  cement.  Since  cement  was  one  of  the  most 
urgently  needed  commodities  after  the  war,  huge  volumes  of  cement 
were  imported.  The  price  of  imported  cement  was  fixed  at  a  level 
about  3%  higher  than  the  actual  import  price  under  the  protective 
tariff  policy.  Moreover;  it  was  usually  cement-producing  firms  that 
were  assigned  quotas  to  import  cement,  and  these  very  firms  could 
then  set  the  price  of  their  domestically  produced  cement  at  almost  the 
same  level  as  the  imported  cement. 

Finally,  the  construction  industry  was  another  profitable  area  of 
activity.  The  construction  magnates  who  became  famous  as  the  "Five 
Men"  in  this  period  amassed  vast  fortunes  because  they  were  granted 
preferential  contracts  for  large-scale  government  projects.  In  exchange 
for  each  of  these  political  favors,  entrepreneurs  would  normally  make 
generous  contributions  to  the  majority  party  leaders  and  high-ranking 
officials  in  the  appropriate  administrative  branches. 

In  this  period  of  rising  costs  and  a  predominantly  consumer- 
oriented  economy,  these  entrepreneurs  accumulated  capital  mainly 
tfirough  such  "non-rational"  processes  as  speculation,  price  fixing,  tax 
evasion,  and  taking  advantage  of  cumulative  inflation.  More  crucial 
to  this  process,  however,  was  that  they  played  on  political  connections 
to  gain  economic  favors  in  exchange  for  political  contributions.  Ob- 
viously, small  and  medium  industrialists  who  could  not  afford  such 
exchanges  were  hurt  economically  because  most  of  the  profitable  ac- 
tivities were  under  the  monopolistic  control  of  the  larger  entrepreneurs. 
A  few  large  entrepreneurs  who  were  not  in  political  favor  or  who  re- 
fused to  avail  themselves  of  any  collusion  found  themselves  cut  off 
from  the  sources  of  economic  opportunities.  Those  who  made  it  in 
this  process  came  very  close  to  establishing  themselves  as  monopolistic 
capitalists  extending  their  control  over  fairly  large  industrial-business 
concerns  similar  to  the  Japanese  Zaibatsu.  Thus,  the  label  Jaebol 
(Korean  translation  of  Zaibatsu)  was  accorded  to  those  entrepreneurs 
who  were  also  called  "political  capitalists,"  plutocrats,  or  compradors. 
Nevertheless,  it  took  some  political  and  economic  reshuffling  before 
large  financial  cliques  (Jaebol)  became  firmly  rooted  in  the  Korean 
economy.  This  involved  the  end  of  Rhee's  autocratic  regime  in  1960, 
followed  by  the  short-lived  Chang  government  which  fell  before  the 
May  1961  coup  d'etat. 

Active  Industrialization  and  Establishment  of  Jaebol  Groups 

When  the  military  junta  took  over  power  in  1961,  its  members  ad- 
vocated eradication  of  corruption  and  injustice  from  Korean  society  and 
an  undivided  effort  at  constructing  a  self-sufficient  national  economy.  In 


35.383  0-78 


894 


'y»^ 


U^: 


order  to  achieve  these  goals,  they  embarked  on  two  significant  measures 
which  are  pertinent  to  this  analysis.  First,  they  renewed  the  investiga- 
tion into  the  notorious  "illicitly  accumulated  wealth^',  and  second, 
they  started  a  series  of  five-year  prnnnmir  dpvplnpmpnt  ^lans.'' 

The  subsequent  discussion  will  briefly  summarize  the  dynamics  of 
political  interplay  under  which  the  old  and  new  entrepreneurial  elite 
established  themselves  as  monopolistic-oligopolistic  tycoons  of  large 
financial  cliques  {Jaebol).  In  this  process  the  above  mentioned  two 
measures  of  the  military  regime  played  a  crucial  part." 

At  the  outset,  the  junta's  Supreme  Council  for  National  Recon- 
struction, which  functioned  as  both  the  administrative  and  legislative 
body  of  the  coup  regime,  went  as  far  as  to  suggest  that  all  illegally 
amassed  fortunes  be  confiscated  and  the  individual  profiteers  be  in- 
discriminately executed.  However,  compromises  became  inevitable. 

Above  all,  the  junta's  own  future  was  at  stake  in  its  efforts  to  make 
the  economy  take  off  through  the  envisioned  long-term  development 
plans.  Ironically  enough,  the  only  viable  economic  force  for  this  difficult 
task  happened  to  be  the  target  group  of  leading  entrepreneurial  talents 
with  their  singular  advantage  of  organization,  personnel,  facilities,  and 
capital  resources.  They  had  to  be  handled  with  care.  The  pressure  was 
also  coming  from  a  group  of  old-line  politicians  and  high-ranking 
bureaucratic  circles  to  ease  and  mitigate  cases  involving  the  handling 
of  illegal  wealth  and  its  profiteers.  These  politidans  and  ogici^.lj 
from  previous  regimes  were  recruited  into  the_jiew^egime  in  an  ap- 
parent  effort  to  ensure _theJc£itunacj^of_ tjie_mi  1 1 ary  talceover.  "^^^i^ 
manyofthenrTiacI'bcen  involved  in  jhejcarl^.collaljLQiatiifi-relaUop- 
sTiTps  with  the_^cajjcd_entreprcneurS;_ 

Within  the  hard-core  junta  circle,  on  the  other  hand,_jnternal 
factionalism  mostly  rooted  in  regional  loyalty  began  to  undermine  the 
solidarity  of  the  regime.  Disagreement  was  glaring  on  many  issues  in- 
cluding that  of  the  handling  of  the  illegal  wealth.  Haying  quickly 
noticed  these  jjolirir^rl  fa^^"*-*;  pl.inuiPg  Mk  junta  leadership,  the  en- 
trepreneurs under  indictment  wasted  no  time  to  take  advantage  of 
them.  They  moved  to  "buy  off'_'_varjoiis  political  bosses  by  promising 
or  offering  political  kickbacks.  To  survive  tJic  internal  strife,  political 


6  Aciuallv.  after  the  fall  of  the  Rhce  regime,  the  interim  and  Chan^  admin- 
istrations initiated  the  invcstiyaiion  and  planned  the  prosecution  of  illicitly  ac- 
cumulated »\calih  under  the  prc\ious  regime.  The  long-term  economic  development 
plans  were  also  considered  liy  Iwlh  the  Rlice  and  Chan(;  administrations.  But  it 
was  the  niiliiarv  rc^une  that  implemented  those  Uvo  measures.  See  Davi<l  C.  Cole 
and  Princeton  N.  I.yman,  Korean  Dfvrlopmenl:  The  Interplay  of  Politics  and 
Ecnrioniici  (Camhridcc.  Mass.:  Harvard  Uni\ersiiy  Press,  1971). 

0  A  most  extensive  anahsis  of  the  matter  of  illegal  wealth  and  profiteen  is 
reported  in  Chinllvon  Kim.  "nujoup;  Ch'iikje  Ch'eri  Jonmalso"  (A  to  Z  of  the 
Treatment  of  the  IllcKally  Accumulated  Wealth),  Shin  Dong-A  (The  New  Asia 
Monthly).  Vol.  4  (December  11X34),  pp.  158-177.  Another  more  concise  work  is  also 
referred  to.  see  M>oMin  I.im,  "5  16  Etwhoo  ui  Jac;{ae  Kacpyon"  (The  Reshuffling 
of  the  Business  World  since  the  May  16  Coup).  The  New  East  Asia.  (May  1%8), 
pp.  216-235. 
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bosses  needed  political  funds  for  their  own  cliques  within  the  n^ivly 
created  civilian  political  organization,  the  Democratic-Republican 
Party.  In  due  time,  the  program  directed  at  illicitly  accumulated  wealth 
underwent  a  series  of  amendments  to  serve  the  diverse  needs  of  differ- 
ent clique  bosses.  And  when  the  investigation  committee  handed  down 
thV  decision,  it  was  substantially  t6ned  down.  1  hirty  elite  entrepre- 
neurs thus  accused  and  convicted  were  asked  to  refund  a  designated 
amount  of  funds  to  the  government  by  a  given  date.'^ 

In  fact,  a  few  of  the  accused  were  already  in  severe  financial 
trouble  and  simply  filed  bankruptcy  and  allo%ved  the  government  to 
auction  their  properties.  The  majority,  however,  paid  cash  fines.  But 
an  interesting  deal  was  allegedly  worked  out  in  the  early  phase  of 
reimbursement.  Some  of  the  accused  persuaded  the  government  to 
actually  help  them  build  new  industries  under  the  long-range  develop- 
ment plans,  \yhen  the  plants  were  completed,  they  were  to  pay  the 
imposed  fine  by  yielding-  a  majority  share  of  the  stocks  to  the  govern- 
ment. However,  most  of  them  decided  to  pay  cash  instead  of  giving 
up  ownership  even  at  the  risk  of  having  to  borrow  from  private  sources, 
thus  leaving  control  of  the  firms  in  their  own  hands.  Consequently,  the 
program  initiated  by  the  Park  regime  to  correct  the  past  wrongs  of 
the  entrepreneurial  elite  turned  out  to  help  many  of  them  not  only 
survive  the  ordeal  but  renew  their  ambitious  pursuit  of  profit  and 
eventually  create  huge  industrial-business  conglomerates. 

In  this  connection,  the  series  of  five-year  economic  development 
programs  initiated  by  the  new  administration  inevitably  involved 
many  of  the  old  and  new  entrepreneurial  elite.  Instigated  by. the 
urgency  of  reorienting  the  economy  from  the  emphasis  on  consumer 
goods  and  light  industry  to  that  of  hea\7,  chemical  and  import- 
substitute  industries,  political  leaders  and  planners  relied  heavily  on 
the  ideas  of  and  cooperation  from  the  entrepreneurial  sector.  In  the 
course  of  a  decade's  time,  a  trend  of  diversification  of  industrial  ac- 
tivity has  appeared.  But  at  the  same  time,  the  industrialization  pro- 
ams   have    accelprnr^d    mnnnpnli-^rir    ,Tnrl    nlignpnlistic    concentration 
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of  capital  and  economically  profitable  activities  in  the  hands  of  a 
limited  number  of  large-scale  conglomerates!  (see  Table  2  for  the 
growth  pattern  during  this  period). 

As  of  May  1974.  the  fifty  most  influential  lacbol  groups  have  been 
identified.  These  faebol  groups  were  loosely  defined  as  financial  cliques 
controlling  combined  interests  of  at  least  three  or  more  businesses  _or 


7  The   following   were   defined   as   constituting   illicit   wealth:    1)    tax    evasion, 
'2)    illegal   contribution    to   political    funds,    3)    illicit    purchase   of   national    vested 

properties,  4)  extraordi'iarily  preferential  monopoly  of  contracts  for  construction 
and  supply  activities,  5)  unusually  large  and  monopolistic  allocation  of  foreign 
capital,  6)  misallocated  foreign  funds,  and  7)  other  capital  illegally  down  out  of  the 
country,  all  of  which  took  place  between  July  1953  wlien  the  truce  was  signed  in 
the  Korean  conflict  and  May  1961  when  the  coup  changed  the  government. 

8  Korean  Economic  Development  Association,  op.  cit. 
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TABLE  2:  Industrial  Growth  Pattern:  1962  to  Present 


1962-1966 

(Pint    five-year   plan    period) 


1%7  to  Present 
(Second    and    third    five- 
year  plans  period) 


Development  Stage 


Major  New  Industries 


Foreign  Trade 
Export 


Import 


First  stage  of  producer  goods 
industry:  development  of  in- 
dustry producing  semi- 
finished materials 


Synthetic  fibers  (nylon,  vis- 
cose rayon,  polyacrylic),  ferti- 
lizer, cement,  oil  refinery, 
PVC,  automobiles 


Consumer  goods 

Capital  goods  and  semi- 
finished goods 


Second  stage  of  producer 
goods  industry:  develop- 
ment of  industry  produc- 
ing goods  &  semi-finished 
materials 

Synthetic  fibers  (polyester, 
acetate^,  iron  and  steel, 
electronics.  auiomobiles, 
machinery,  petrochemicals 

Consumer  goods  and 
capital  goods 

Capital  goods 


SOURCE:    Study    of    the    Development   Process   of   [nditslrialization    in    Korea, 
1968  (in    KorcanV  Seoul:    Korean   Economic   nrvclopment   Association.    1069. 
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indtistrial  firrriL.  Seventeen  had  their  origins  in  the  1950s.  And  tlte  tliree 
largest  chques  before  lOtiO  are  still  the  three  most  influential  combines 
today.  They  are  the  Saimon^  CWwro  Sf.-ir)  fnkli^-^  (Luckv).  and  Ssariq- 
yon^  (Doimie  Dr.i^on)  combines  whose  bosses  were  all  convicted  of 
illegal  prorueering  bv  the  present  regime  earlier.  Figures  in  Table  3 
elotjuentiy  demonstrate  two  major  trends — fust,  how  many  of  tiie 
current  Jacbol  consist  of  the  carry-overs  by  the  number  of  subsidiaries 
they  control  today,  and  second. _thc  degree  of  concentration  of  eco- 
nomic activities  by   these  select  fyroups." 

The  question  is  Jiow  tlus^  InrhnI  grmips  we^e  able  to  grow  into 
such  great  combinations.  Once  more,  this  process  can  be  best  illumin- 
ated by  an  examination  of  the  two  most  important  factors  in  the 
political  economy  and  the  political  interplay  involving  these  two  fac- 
tors— namely,  foreign  loans  and  special  favors.  With  limited  capital 


0  Added  tof^rlhcr  these  .^O  tuiicnt  fin.Tncial  cliques  run  more  than  400  cnter- 
priscs~Tn  di\erM--  .mn  of  l)llM]lL•^^  .icii\itv.  OtiL'injIU.  ihe  lending  enircprciicurs 
before  the  l'i(>0.s  imic  aiiivc  in  such  linlit  matuifaiiuring  and  coniiimcr  goods 
industries  as  textiles,  footi  piocissing,  siii;ar  relmerics.  cement,  fertilizer.  lii;ht 
machinery,  and  surh  social  o\crliead  activities  as  construction  and  transportation. 
Now,  these  400  plus  firms  represent  much  more  diverse  and  newly  created  industrial 
spheres.  In  addition  to  the  abo\e  listed  areas,  new  industries  include  automobile 
manufacturing  an<l  sales,  electronics,  electrical  equipment,  synthetic  fiber  and 
plastic  products,  phuood,  tires,  petroleum  products  and  oil  refineries,  paint,  al- 
coholic l>eveiages.  confectionery,  antl  other  footl  products.  Nforcover,  a  large  number 
of  Jaebol  organizations  own  subsidiaries  dealing  with  the  booming  social  overhead 
industries  such  as  highway  bus  lines,  air  and  sea  ways,  hotels,  tourism,  insurance, 
stock  exchange,  newspapers  and  TV-radio  stations,  schools  and  universities,  cultural 
foundations,  land  speculation  firms,  even  golf  clubs,  and  almost  anything  one  can 
think  of  that  may  be  profitable.  Refer  to  Table  2  for  the  general  pattern  of  in- 
dustrialization to  sec  how  these  activities  jibe  with  it.  DongA  Ilbo,  May  31,  1974. 
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TABLE  3:  Distribution  of  Current  Jaebol  and  Carry-Over  Jaebol  Organizations 

from  the  1950s  Classified 

by 

the  Number  of  Subsidiary 

Firms 

Each   Jaebol 

Controls(asof  May  1974) 

Number  of  Subsidiaries 

Number  of  Current                Number 

of  Carry-Over 

Each  Jaebol  Controls 

Jaebol  including 

7ae6o/ existing 

(asof  May  1974) 

Carry-overs 

snict 

the  1950s 

24 

la 

la 

17 

2a 

2a 

15 

2b 

_ 

12 

lb 

_ 

11 

6b 

_ 

10 

5c 

ic 

9 

5 

1 

8 

5 

2 

7 

4 

2 

6 

6 

2 

5 

2 

1 

4 

5 

2 

3 

5 

3 

No  information 

la 

- 

Total 

50 

17 

..^  SOURCE:  Dong-A  Ilbo,  May  31.  1974. 

a  These  Jaebol  organizations  have  e-xisted  since  the  fifties  and  still  are  the 
leading  organizations  controlling  17  or  more  subsidiary  firms  each. 

b  These  organizations  are  newly  created  Jaebol  conglomerates  in  the  sixties, 
each  controlling  between  11  and  15  firms. 

c  Of  the  five  current  Jaebol  organizations  controlling  10  firms,  only  one  has 
existed  since  the  fifties.  The  same  interpretation  applies  to  the  rest  of  Jaebol 
categories  except  for  "No  information." 

dThis  one  is  categorized  as  a  Jaebol  organization  but  no  information  is  avail- 
able as  to  how  many  subsidiaries  it  has. 
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funds  available  domestically,  Korean  planners  opted  for  reliance  on 
foreign  sources  in  their  economic  growth  programs.  But  now  that  the 
era  of  free  grants-in-aid  was  virtually  over,  the  most  feasible  source  of 
foreign  capital  was  found  in  various  types  of  loans.^°  And  the  emxCi 
preneurs  naturally  went  for  this  sourrp  nf  rapit.T]  for  their  economic 
ventures,  again  effectively  utilizing  their  political  connections. 

Before  some  typical  cases  of  special  favors  are  presented,  a  brief 
account  of  the  politico-economic  context  in  which  foreign  loans  have 
been  brought  in  and  allocated  seems  to  be  in  order.  When  the  present 
government  initiated  the  series  of  prnnnmir  plnm  they  adopted  an 
economic  ideology  based  onr^uided  capitalismT^Under  this  orien- 
tation,  the  free  enterprise  system  is  encouraged  under  governmental 
^guidance  and  indirect  intervention.  1  his  has  meant  that  the  eo:^£m- 
ment  reserves  the  power  to  control  project  selection  and  to  dpsignntf 
firms  to   take  up  specific  projects.   It  also  provides   a  governmental 


lOSeung-Hce  Kim,  "Economic  Development  of  South  Korea,"  in  Se  Jin  Kim 
and  Chang  Hyun  Cho,  eds..  Government  and  Politics  of  Korea,  (Silver  Spring, 
Md.:  The  Research  Institute  on  Korean  Affairs,  1972),  pp.  148-175. 
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guarantee  of  foreign  loan  payments  in  case  the  enterprise  fails  as  well 
as  allocation  of  domestic  loans  and  support  from  commercial  banking 
institutions  which  are  largely  under  the  control  of  the  government.  In 
addition,  the  government  also  determines  price  and  income  policy, 
taxation  and  tariff  policy,  etc. 

Given  this  orientation,  therefore,  it  is  small  wonder  that  the 
entrepreneurial  group  turned  toward  the  government  in  ^search  of  the 
rlglTt  connections  and  special  favors.  This  is  why  special  favors  are  so 
irnporlanT"to""entrepreneTrnaI  behavior  in  the  Korean  context.  Remin- 
iscent of  the  old  days,  concrete  examples  of  special  favors  (called  Tukhe 
in  Korean)  are  too  numerous  to  cite  in  an  article  of  this  length.  A  few 
outstanding  cases  should  do  for  the  present  purpose. ^' 
I  Allocation  of  foreign  loans  or  designation  of  a  particular  company 


"vvP^^  '  '^    for  a  certain  foreign  loan-supported  industrial  project  is  the  first  type 

^^  of  special  favor.  In  order  to  show  the  political  influence  exerted  in 

gaining  this  type  of  favor,  two  obvious  cases  can  be  cited.  One  of  the 
two  largest  Jatbol  groups,  the  Lakhce  clique,  won  several  rounds  of 
crucial  competition  to  obtain  the  right  to  start  new  ventures  in  im- 
portant areas  of  designated  industrial  activity  such  as  electronics  and 
electrical  communications  equipment.  Rather  revealing  in  this  regard 
is  the  fact  that  one  of  the  brothers  of  the  qhief  of  this  clique  has  been 
^  the  powerful  chairman  of  the  National  Assembly's  budgetary  commit- 
"^  tee^  Ssangyong  Jaebol,  the  second  largest,  is  the  top  ranking  Jaebol 
•7^  organization  in  terms  oi*  the  amount  of  foreign  loans  granted  thus  far. 
The  boss  of  this  particular  clique  had  earlier  joined  the  ruling  party 
to  reach  the  peak  of  political  power  as  chairman  of  the  party's  Central 
Committee  and  of  the  finance  and  economy  committee  in  the  National 
Assembly.  Although  he  was  later  purged  in  the  midst  of  a  power 
strupple  within. thp  p,trty  >vhich  forrnl  him  to  retire  from  politics,  he 
is  still  influential  in  economic  circles  as  president  of  the  Korean  ^Tiam- 
bcr  of  Commerce  and  Industry. 

Once  a'j)roject  has  been  approved  and  foreign  loans  allocated,  the 
company  may  still  \>c  short  of  capital,  especially  foreign  exchange,  to 
match  the  international  loans  and  to  complete  and  operate  the  estab- 
lishment. A  helping  hand  is  extended  by  the  government,  mostly  by 
T  pressuring  rommrrcial  banks  to  support  the  firm  with  more  domestic 
loans.  Ssangyong  Jaebol  ^s  P"^  ""'y  '^^  largest  recipient  of  foreign 
toans  but  also  the  most  favored  in  receiving  loans  from  Korean  banks. 


11  These  rases  of  special  favors  arc  summarized  from  the  source  materials  listed 
here.  KapSob  Lcc.  "H.-inguk  Jabonjuwi  wa  Tukhe"  (Korean  Capiialisra  and 
Special  Fa\or5),  Shin  Dotxf^-A,  (April  1965),  pp.  147-155;  Song-Doo  Kim,  "Han'guk 
Dokchom  Jaebol  Hyonc;song  ui  Tukuisong"  (Special  Characteristics  of  the  Forma- 
tion of  Korean  Monopolv  Financial  Cliques),  Sasan^Ke,  (September  1968).  pp.  10&- 
122;  Chong  Ch'ol  I.im,  "Ch'agwan:  Otoke  Ssuyojiko  Inna?"  (Foreign  Loans:  How 
Are  They  Being  Dispensed?),  5/iin  Dong- A,  (May  1967),  pp.  78-91;  Chin-Bae  Kim 
and  Ch'angNae  Park.  "Ch'agwan"  (Foreign  Loans:  A  Report),  Shin  Done,  A.  (De- 
cember 1968),  pp.  76-104;  and  a  special  feature  scries  on  financial  cliques  ia 
^  Dong-A  llbo,  June  3  through  June  7,  1974. 
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Facing  the  problem  of  a  shortage  of  capital,  one  may  engage  in 
an  illegal  act  to  make  some  extra  money.  And  yet,  if  this  act  is  com- 
mitted by  a  Jaebol  organization,  it  may  elude  any  prosecution.  Exactly 
this  kind  of  incident  did  occur  in  Korea  in  the  late  1960s.  The  largest 
Jaebol  group,  Samsong,  was  under  severe  pressure  for  expansion  of 
economic  ventures  when  a  large  foreign  loan  was  allocated  for  a  certain 
specific  project.  To  supply  matciiing  funds  for  the  loan,  a  substantial 
portion  of  this  foreign  exchange  was  flown  out  of  the  country  to  Japan 
and  huge  volumes  of  popular  raw  material  were  smuggled  into  Korea. 
The  intention  was  to  sell  it  domestically  and  earn  some  extLa_j3rQfiL_to 
supply  the  needed  matching  funds.  Somehow,  this  illegal  act  was  dis- 
cIosed15ut  after  a  few  months  of  hassle  the  matter  eventually  simmered 
down  with  no  government  prosecution. 

While  not  directly  related  to  foreign  loans,  the  so-called  financial 
favor  is  another  case  in  point.  A  select  group  of  enterprises  would 
obtain  disportionately  largesums  of  financial  support  from  commercial 
banks  for  specially  designated  industrial  development  projects.  But 
many  such  enterprises  are  alleged  to  have  leaked  out  portions  of  these 
funds  into  real  estate  investment,  private  money  lending  routes,  or 
other  speculative  businesses  to  reap  extra  profit. 

Moreover,  special  favors  in  foreign  trading  still  continue.  Import- 
export  activities  are  under  close  scrutiny  by  the  government  in  order 
to  curb  imports  and  encourage  exports.  While  importation  of  some 
popular  items  requires  a  government  permit,  it  also  needs  a  foreign 
exchange  quota.  Special  tariffs  also  persist.  And  the  leading  conglom- 
erates of  the  entrepreneurial  elite  are  always  on  thf  rnp  prinrity  T7st 
for  thislype  of  special  favor  from  the  government.  And  even  though 
the  foreign  exchange  rate  has  recently  been  converted  from  a  fixed 
to  a  floating  system,  the  existing  discrepancy  between  the  official  and 
market  rates  still  can  be  a  soirrce  of  additional  profit  for  those  who 
have  special  channels  to  foreign  exchajTge.  Tlie  foreign  currency  in- 
tended  for  loans,  financial  subsidies,  or  tra3e  quotas  often  clandestinely 
flow  into  the  black  market,  and  are  sold  at  the  higher  rate  than  the 
official  one. 


Finally,  tlie  familiar  practices  of  tax  evasion,  price  fixing,  prefer- 
ential rent,  use  or  purchase  of  public  properties,  preferential  contracts 
for  construction  or  supply  projects,  preferential  issue  of  various  per- 
mits, and  the  like  have  not  disappeared  from  the  scene.  They  all  entail 
special  favors  from  the  government. 

In  each  case  of  special  favors  rendered,  kickbacks,  returns,  or 
financial  rnpfrihnrinns  repnrtprlly  fn]lowed.  They  mav  be  a  percentage 
of  foreign  loans  allocated  or  financial  support  pronded.  bribery,  and 
graft  of  variqus__t:m£s.  Risking  a  degree  of  oversimplification,  this  is 
the  manner  by  \vbi>^'  ^  TimirpH  mimher  nf  p]\te  pntrppTP^Purs  were  able 
to  rise  rapidly  ns  the  Ip.-idprs  of  l.irge  monopoly  combinations. 

It  should  be  interesting  to  note  that  the  present  government  has 
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recently  offered  explanations  for  the  trend  toward  concentration  of 
wealth  and  industrial  monopolization  in  the  face  of  some  obvious 
negative  side  effects.  In  the  general  context  of  national  economic 
gr.owth,  the  government  argues,  it  was  necessary  to  bring  in  foreign 
capital,.  Once  the  capital  was  available,  there  was  a  need  for  selecting 
those  parties  which  were  actually  prepared  to  utilize  the  foreign  capital 
for  industrial  development  programs.  This,  according  to  the  govern- 
ment, inevitably  resulted  in  heavy  reliance  on  the  existing  organizations 
with  a  certain  scale  of  capital  and  facilities.  Then  it  became  necessary 
for  the  government  to  extend  further  support  concentrated  on  the 
most  feasible  and  promising  enterprises  in  terms  of  export  financing 
and  domestic  subsidies.  Concentrated  support  was  of  course  intended 
to  avoid  unnecessary  spreading  out  of  limited  funds.  Finally,  the  gov- 
ernment points  out  that  part  of  the  responsibility  lies  with  the  expan- 
sionist managerial  outlook,  on  the  part  of  large  entrepreneurs.*- 

This  final  section  will  review  the  major  structural  and  institutional 
conditions  conducive  to  the  typical  entrepreneurial  behavior  in  Korean 
society.  Some  reflections  on  the  social  implications  of  the  development 
of  the  contemporary  entrepreneurial  elite  will  be  offered. 

To  begin  with,  the  lack  of  grass  root  sources  of  political  fimtUng 
can  be  cited  as  the  main  ''f'iifirtn  for  rhp  pnlitiml  rxrhnnge  described 
above.  Given  the  type  of  umbrella  organization  of  political  parties  in 
Korea,  rife  with  factional  cliques  within  the  party,  the  very  survival 
of  bosses  hinges  upon  their  ability  to  build  up  a  solid  financial  base. 
Readily  available  in  this  connection  is  the  bureaucracy  which  can  lend 
a  helping  hand  in  drawing  upon  sources  of  funds.  With  the  govern- 
ment holding  the  upfvr  hand  by  reserving  control  over  economic 
affairs,  bureaucratic  power  can  readily  be  abused  for  political  gains.'' 

On  the  economic  side,  the  responsibility  partly  lies  in  the  manager- 
ial outlook  of  the  entrepreneurial  elite.  Acquisitiveness  may  be  par 
excellence  a  universal  characteristic  of  capitalist  entrepreneurs  of  all 
ages  and  places.  Korean  entrepreneurs  have  thus  pursued  profit  with- 
out a  corresponding  sense  of  social  responsibility.  They  have  played  on 
acute  inflation,  monopolistic  price  fixing,  illegal  tax  evasion,  smuggling, 


^  12  Dorit^  A  llbo.  June  4.  1974. 

13  On  political  funds  and  problems  of  the  cxistin(»  parly  system,  the  followinj; 
sources  lia\c  been  used:  Ki  Won  Soh,  "Chongch'i  Jagum  Sustikeki  iii  Shilmari" 
(The  Clue  to  the  Enigma  of  Political  Funds),  Snutng-Ke,  (November  19G3),  pp.  1.32- 
130;  Woong  Hee  Lee  and  Chin-Hyon  Kim,  "Chongch'i  Jagum"  (Political  Funds), 
Shin  UongA,  (September  1904).  pp.  108-133;  Kyong-.Sok  Park,  •'Daetongnyong, 
Kukuheuiwon,  Son'go  Jagum"  (Campaign  Funds  for  Picsidential  and  Assembly 
Elections).  Shin  DongA,  (Nfay  1967),  pp.  202-214;  and  Yong-Sok  Lee,  "Dohn, 
Chongch'i,  Kiikwheuiwon"  (Money,  Politics,  and  National  Assembly  Men).  Scdae, 
(September  1967),  pp.  60-71.  And  a  very  interesting  sketch  of  orTicial  corruption  is 
found  in  a  report  by  Sang-Kuk  No  in  his  caricature  article.  "Sok:  Oriahk  Kacsol" 
(Continuity  in  the  Primer  of  Bureaucratic  Corruption),  Shin  DougA,  (August 
1968),  pp.  172-182. 


901 


and  speculation  in  any  profitable  ventures.  They  have  run  their  firms 
largely  on  others'  funds.  Justifying  the  chronic  low  wage  to  labor  in 
the  name  of  national  interest,  they  have  operated  extremely  closed, 
parochial,  and  familial  enterprises.  Accumulation  rather  than  redis- 
tribution of  wealth  has  been  their  cliief  concern.  And  yet,  the  primary 
means  of  attaining  their  ambition  was  to  make  the  best  use  of  the 
political  economy  unique  to  a  country  like  Korea. 

As  a  consequence,  the  impact  of  concentration  of  wealth  has  be- 
gun to  be  felt  throughout  the  society.  Serious  international  debts, 
trade  imbalances,  and  deficits  have  damaged  the  sense  of  national  self- 
sufficiency  and  economic  independence.  Industrial  imbalance  has  ac- 
companied the  rapid  growth  of  often  misplanncd  industrial  expan- 
sion in  limited  sectors.  A  deepening  discrepancy  between  regions  has 
ensued,  with  the  rural  sector  particularly  hard  hit.  Amidst  the  wide- 
spread rumor  that  even  if  an  enterprise  crumbles  due  to  mismanage- 
ment the  entrepreneurs  as  individuals  never  go  broke,  the  mystery  of 
which  is  not  beyond  the  imagination  of  ordinary  citizens  in  Korea 
today,  "the  ricli  get  richer  and  tlie  poor  get  poorer."  And  this  widen- 
ing gap  between  the  haves  and  have-nots  has  been  causing  structural 
polarization  threatening  the  very  fabric  of  society. 

To  cope  with  tlicse  structural  problems,  the  government  has  re- 
spondcd  with  a  series  of  i;olitical  and  administrative  measures.  In 
1909,  for  example,  a  s])ccial  |)residential  task  force  investigated  jmd 
disposccTof  30  "ineflectivc  enterprises"  on  the  ground  tliat  they  were 
riot  competitive  in  the  international  market  even  with  large~amounts 
oT  foreign  loans  and  government  subsidies.  Furthermore,  sinrp  1 1 1 e 
\vorld-wiclc  energy  crisis  which  has  severely  affected  the  intcrnacionaily 
sensitive  Korean  economy,  various  measures  have  bc^n  nnrlri-r.-ilrn.  to 
correct  the  situation.  All  the  private  debts  with  excessively  high  in- 
terest rates  were  trozen  tor  "n  rcrtnin  period  "f  time  to  keep  the  flcbt- 
stricken  private  enterprises  out  of  trouljle.  Warnings  have  been  issued 
to  the  "unethical"  enterprises  engaged  ip  t.iv  pvnsmn  nr  npusnrinl 
monopolistic  practices.  They  have  been  strongly  urged  to  stop  purchas- 
ing  real  estate,  andparticularly  agricultural  lands,  for  nonindustrial 
uses.  Pressure  has  been  applied  to  the  large  Jncbol  groups  to  open_iip 
stockownership  to""tlie  public  m  order  to  change  the  parochial  and 
familial  pattern  of  management.  The  outcome  is  yet  to  be  seen.  But 
as  long  as  the  structure  of  the  political  economy  remains  the  way  it 
has  been  so  far,  one  wonders  how  much  change  could  be  expected  in 
the  typical  entrepreneurial  behavior  pattern. 


KYONG-DONG   KIM   is  Assistant  Professor  of  Sociolosy  at   North   Carolina  State 
UnivL-rsity.  Ralcigli. 
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166.  Japanese  newspaper  articles  concerning  the  Seoul  subway  case 

[From  the  Asahl  Evening  News,  Dec.  16,  1977] 


c ca^^  (yw,^x^  'vu<v-ci^  ^^<^  if-jfi  7  7    r^} 

Four  irading  firms  earned 
¥2.2  billion  in  subway  deal 


Four  major  Japanese  trad- 
ing houses  earned  a  total  of 
¥2,187  million  profits  in  the 
controversial  sale  of  su))way 
coaches  to  the  Republic  of 
Korea.  The  profits,  which 
came  from  the  export  of  roll- 
ing stock  and  railway  equip- 
ment   as    well,    accounted    for 


Gavt  Proha  ^^i  r: 
SiiJWGy  Scandal  \v 

Tax  'officials   will   ii^vesU-  . 
pate     the^  surpect^d    qucs-;; 
tlonable    payments    of    $2.5 
million   r¥750  million)  made 
by    lour    Japanese    trading  " 
firms    to    a    South    Korean.   • 
businessman    In    connection  '• 
yWlth  the  Seoul. sub  way  pro-l  • 
J^*.  '.  .  '  -'. '•"Tj\' ■  ^'1.'*    Y * '    .'"';,■• 
The  NatTohal'Tax  Adrnin-''•■ 
lstratlon  Agency  says  that  if'" -, 
tax  evasion  Is  Established, 'it '- 
win  impose,  back  taxes  and\^\'. 
fines  •  011,'thp  ''four    firrha,-  ': 
Including" "Mitsubishi    '  and  V 
Nlssho-lwal;;"^' J--^  '    ■:   [*.^  /^ 

•  -  -    .  ■    '  ■       ..-~-i*  -'-  ,      I-  ■    ■'    '^t''"'  V, 

The;  four  firms,  according -,  A 

:to  Diet  questioning  on  Sat- ' '^ 

urday,   remitted  the  money,./', 

to  a  US  bank  .designated  by  '  ' 

Ihe  unidentified.  South  Ko-- 

"reain  businessman  from  1971 

through  .19*73;  to    facilitate^ 

the  isal^  of ^ubway  cars...  _' 

-•  The  remittance'  was  made  ''• 

'  ,Jn  .-  .12  J   insbal'ment^  ,  apart  *    , 

..•from,  payment'  of  commIS-^-;\7 

.slons  .made^-alfter.  Ihe  .  cori--?/ - 

.-  tract .  was;  signed  In  •  'April- >» 

* :  The  ^ '  c6n{rhisslohs  Vena  ^-  ? 
listed ■  by :tax  officials  then';!^ .':-' 
-as  '  untaxablejiTcommerclalf  ■'^■"] 

--_•     •  .,•  •'^v■•-*^^'.^  -      '■      '    '     " 


an  unusual  12  percent  of  their 
total    sales. 

These  facts  were  revealed 
in  an  Asahi  Shimbun  inquiry 
carried  out  by  Thursday, 

It  is  assumed  that  the  V220 
million  in  commissions  remit- 
ted to  Chang  11  Enterprise 
Corp.,  the  mysterious  South 
Korean  broker  involved  in  the 
deal,  around  1972,  and  the 
Y750  million  remitted  to 
American  bank  accounts  in 
Korean  names  apparently  as 
rebates  from  1971  to  1973  on 
instructions  from  Chang  II 
Enterprise  were  paid  from 
these  profits  of  ¥2.187  mil- 
lion. 

These  facts  may  provide  im- 
portant clues  as  to  why  the 
prices  of  exported  coaches 
were  inflated,  as  is  charged 
by  Opposition  parties  here. 
The  Opposition  parties  are  to 
take  up  the  matter  again,  in 
the  Lower  House  Budget 
Committee  on  Saturday. 

The  governmental  Overseas 
Economic  Cooperation  Fund 
extended  a  total  of  ¥27.200 
million  in  loans  for  the  sub- 
way construction  project  in 
Seoul  City.  Of  this  amount, 
¥18,380  million  was  used  to 
buy  186  train  coaches  and 
various  kinds  of  railway  equip- 
ment, such  as  rails,  signal  sys- 
tems and  power  transmitting 
machines,  from  the  four  Japa- 
nese trading  companies — Mi- 
tsubishi. Maiubeni,  Mitsui  and 
Nissho-Iwai.  They  jointly  won 
the  bidding  for  the  project  in 
March,   1973. 

The  bill  for  the  equipment 
came  to  ¥6,720  million.  So 
far,  the  Opposition  parties' 
suspicions  have  been  focused 
only  on  the  unusually  high 
prices  of  conches,  but  the  pro- 
fit ratio  for  the  sale  of  tlie 
railway  equipment  is  believed 
to  be  much  higher  than  that 
for  the  train  coaches. 

In  addition,  an  official  of 
one  of  the  four  firms  has  ad- 
mitted that  the  profit  margin 
of  12  percent  was  imusualiy 
high.  The  maximum'  margin 
in  such  a  project  is  10  per- 
cent, he  explained. 
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[From  the  Asahi  Evening  News,  Dec.  17,  1977] 

Budget  Committee 
opens  debate  on 
ROK  subway  deal 

The  Lower  House  Budget 
Committee  opened  a  debate 
at  10  a.m.  Saturday  on  the 
Seoul  subway  ,  project  amid 
growing  suspicions  that  the  bill 
for  the  rolling  stock  supplied 
by  Japanese  companies  was 
inflated"  to  provide  Japanese 
and  South  Korean  politicians 
with  political  funds. 

Summoned  to  answer  ques- 
tions at  the  session  were  the 
presidents  _  of  the  four  Japa- 
nese trading  houses  which 
supplied  the  train  coaches,  the 
presidents  of  the  companies 
which  made  the  rolling  stock, 
and  the  heads  of  the  govern- 
mental agencies  through  which 
loans  were  extended  to ., the 
subway  projacti.  ■  \'  ;'  ~* 
'^'Quotion^'^askeJ  by"  Oppo- 
sition legislators  were  focussing 
first  on  the .  great  difference 
between  the  prices  at  which 
rolling  stock  for  the  subway 
project  were  '  sold  and  their 
prices  in  Japan.  These  were 
to  be  followed  by  queries  as 
to  the  sources  of  the  money 
used  by  the  four  trading  con- 
cerns to  pay  remittances  of 
over  ¥900  million  to  bank 
accounts  in  Korean  names  in 


NoE-stog 
LosAnge' 


Experience  mak 

Tjkyo -.(03)216-6711 


the  United  States.  The  re- 
mittances are  presumed  to  be 
commissions  "  and  rebates. 
Questions  will  also  be  asked 
about  the  identities  of  these 
Koreans,  and  the  uses  to  which 
the  remittances  were  put. 

The  four  trading  houses  are 
Mitsubishi  Corporation,- Mitsui 
&  Co.,  Marubeni  Corporation, 
and  Nissho-Iwai  Co.  The  re- 
mittances in  question  •  were 
made  from  1971  to  1973. 
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I  From  thp  Japan  Times.  Dec.  IS.  1977] 


Revelation  Comes  During  Ditrr  Hearing — t 
$2..1  Mil.  To  Rty  ROK 


Japanese  Firms  Admit  Paying 
Contracts 


Four  major  Japanese  trading  firms  paid  a  total  of 
$2.5  million  or  1^750  million  to  an  influential  South 
Korean  businessman  from  1971  through  1973  to 
facilitate  sales  of  subway  cars  to  South  Korea,  the 
Diet  was  told  Saturday. 


•  Bunichiro  Tanabe.  president 
of  Mitsubishi  Corp..  said  the 
money  was  transferred  to  a 
U.S.  bank  account  designated 
by  the  businessman  through 
Mitsubishi  International  Corp.. 
Mitsubishi's  wholly-owned 
subsidiar}'intheU.S. 

Tanabe  was  one  of  11  wit- 
nesses summoned  to  the  day's 
session  of  the  Lower  House 
Budget  Committee  locking  into 
suspected  Irregularities  in 
Japan-South  Korea  relations. 

Tanabe  refused  to  identify  the 
South  Korean  businessman. 

The  four  firms  involved  were 
Mitsubishi  Corp.,  Marubeni 
Corp..  ..Mitsui  and  Co..  and 
Nissho-IwaiCo. 

Saturday's  revelation  roughly 
corroborates  an  earlier 
statement  made  by  Kim  Hyung 
Wook.  former  Korean  Central 
Intelligence  Agency  (KCI.A) 
director. 

Kim  now  exiled  in  the  United 
States  said  in  July  that  the 
Japanese  contractors  made 
payoffs  of  more  than  $2  million 
in  connection  with  the  sale  of 
subway  cars.  .According  to  Kim. 
the  money  eventually  was 
channeled  to  Korean 
authorities. 

Kim  also  said  that  former 
Prime  Minister  Shinsuke  Kishi 
had  met  with  South  Korean 
President  Park  Chung  Hee  and 
asked  that  the  contract  be 
awarded  to  the  Japanese  firms. 

Other  witnesses  included 
Marubeni  ■  president  Taiichiro 
Matsuo,  Nissho-Iwai  president 
Mitsuo  Yoshida.  Mitsui 
executive  Takeshi  Tsukamoto. 
and  Ninichi  Nakagawa.  former 
chief  of  ;  Mitsubishi's  Seoul 
branch. 

^Replying  to  a  Socialist 
questioner.  Tanabe  said  the 
four  firms  formed  a  group  to  bid 
for  South  Korea's  purchase  of 
rolling  stock  for  the  subway 
network  in  Seoul. 


million.  Mitsui  Y374  million  and 
Nissho-lwai  Y374  million,  total 
profits  amounting  to  ¥1.957 
million. 

Oide  then  questioned  Ninichi 
Nakagawa.  former  head  of 
Mitsubishi's  Seoul  office,  about 
the  sales. 

Nakagawa  said  former 
Mitsubishi  president  Chujiro 
Fujino  visited  South  Korea  once 
or  twice  a  year  while  Nakagawa 
was  based  in  Seoul  from  1966 
through  1970. 

Fujino.    now    chairman    of 
Mitsubishi  Corp..  often  paid  a 
courtesy  call  to  President  Park  • 
Chung  Hee  on  such  occasions, 
Nakagawa  said. 

Fujino  and  Nakagawa  also 
paid  courtesy  calls  on  the  chief 
of  the  Korean  Central  In- 
telligence Agency  —  first  Kim 
Hyung  Wook  and  later  Lee  Hu 
Rak.  hesaid. 

South  Korean  Businessman 

A  Japan  Socialist  Party 
source  said  later  that  the  South 
Korean  businessman  who  took 
the  $2.5  million  was  believed  to 
be  the  late  Kim  Song  Gon, 
leader  of  ,lhe  Sang  Lyong 
(Double  Dragon)  business 
concern. 

The  source  said  Kim,  G4,  was 
president  of  Kim  Song  Spinning 
Co..  and  Orient  Press  as  well  as 
chairman  of  the  Sang  Lyong 
business  group. 

Elected  to  the  National 
Assembly  on  the  Democratic 
Republican  Party  ticket  bet- 
ween 1963  and  1973,  Kim  held 
such  important  party  posts  as 
the  financial  committee 
chairman  and  chairman  of  the 
central  committee,  .the  source 
said.  '  ^  ' 

He  was  once  president  of  the 
Chamber  of  Commerce  and 
Industiy  of  South  Korea.  He 
died  in  1975. 

The  Socialist  Party  source 
believed  that  Kim  took  charge 
of  raising  funds  for  the  ruling 
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[From  the  Dally  Yomurl,  Dec.  18,  1977] 


'@^l  Bnulb^^Qiy  C@jr  ®S 


'     Four  leading  Japanese  trading  companies,  including  Mitsubishi  Corjjoration,  Saturday 

.  they  had  remitted  a  total  of  $2.5  million  to  South   Korea  from   1971    through -1973/ "ds 

iton  fees,  in  xonhection  "with  the  controversial  sales  of  subway  train  coaches  to  Sepuh 


,' Executives  of  the  four 
firms  were  questioned  by  op- 
position members  of  the 
House  of  Representatives  at 
a  lower  house  Budget  Com- 
'  mlttec  meeting  on  the  Seoul 
subway  coach.       JV        - 

Bunlchlro  Tabe,'  president 
of  Mitsubishi,  said  that  the 
money,  was  sent  to  a  bank 
account  In  South  Korea,  • 
which  was  designated  by  an 
Influential  South  Korean 
business  leader,  at  his  re- 
quest. 

The  $2J5  million  was 
equivalent  to  ¥750  million 
at  the  exchange  rate  at  that 
time.  •-  -  : 

Although  Tabe  declined  to 
reveal  the  name  of  the  Ko- 
rean businessman  and  the 
Identlflcatlop  of  the  bank 
account  in  question.  It  was 
revealed  through  Diet  ques- 
tioning Saturday  that  the 
money  transactions  almost 
coincided  with  a  series  of 
Japan-Seoul  political  moves 
from  1971  through  1973.' 

The  companies  involved 
are  Mitsui  and  Company, 
Marubeni  Ck)rporatlon  and 
Nlssho-Iwal .  Company,  as 
weU    as  MltsublshL 

The  Dletmen  who  ques- 
tioned the  company  execu- 
tives included  Socialist  Shun 
Olde,  Komelto  member  HI- 
roichl  Sakai'and  Democrat- 
ic-Socialist ;  Kalsu  Kawa-  - 
mura.  i,6 .  -.  ;•  •. 
.  The  executives  said  that 
each'  of  the  four  companies 
chajmeled  $625,000  in  "oper- 
aUoh  funds"  to  **»«  group 
ot.Snutli  Korean.v  iheludlns 


Company    existed    in    South 
Korea. 

Kim  said  further  that  the 
New  York  branch  of  Chan- 
gll  Enterprise  Company  was 
merely  a  code  name  that 
the  KCIA  used  in  order  to 
receive  large  amounts  of 
"operations  funds"  from  the 
four   trading   companies. 

Socialist  Names  Suspect 

The  South  Korean  busi- 
nessman mentioned  In  an 
alleged  shady  deal  Involv- 
ing Japanese  sales  of  sub- 
way cars  to  South  Korea  Is 
believed  to  be  the  late  Kim 
Song  Gon,  leader  of  the 
Sang  Lyong  (Double  Dra- 
gon) business  concern,  a 
Socialist  Party  source  said 
Saturday. 

The  source  said  Kim,  64, 
was  president  of  Kim  Song 
Spinning  Company,  and 
Orient  Press,  as  well  as 
chairman  of  the  Sang 
Lyohg  bur.iness  combine. 

Elected  to  the  National 
Assembly  on  the  Democratic 
Republican  Party  ticket  be- 
tween 1963  and  1973,  Kim 
held  such  Important  party 
posts  as  Financial  Commit- 
tee chairman  and  chairman 
of  the  Central  Committee; 
the  source  s^d.   ■■  •_,. 

He  was  once  president  of 
the   Chamber  of   Commerce 


and  Industry  of  South  Ko-; 
rea.  He  died  in  1975. 

The  Socialist  Parly  source 
believed  that  Kim  took 
charge  of  raising  funds  for 
the  ruling  party  headed  by 
President  Park  Chung  Hee.' 
'  Kim  Hyung  Wodk,  ^former 
chief  of  the  South  Korean 
Central  Intelligence  Agency 
now  in  the  US,  described' 
the  late  businessman  as  the 
intermediary  who  helped 
Japanese  trading  firms  win 
the  contract  for  subway 
cars. 

Kim  Song  Gon  was.  nam- 
ed as  one  of  the  key  figures' 
Involved     in     alleged .   Gulf 
Oil    payoffs    to    the    South-, 
Koreap     Government,      the 
source  said.         '       J.' 

This  was  revealed  in  a 
McCloy  report  ■  published 
last  year  by  the  US  Securl-r 
ties  and  Exchange  Commis- 
sion which  inquired  In  "1974 " 
and  1975  into  Gulf  lOU'S)- 
questionable  payments  ab-. 
road,  he  said.  "  —  •  -       '*"  . 

The  report  said  Kim  .dcr 
manded  that  the"  US  oil* 
company  donate  $10  mllUoni 
to  the  Democratic  Republi-. 
can  Party  of  South.  Korea. 

The  source  added  that  hl« 
party    would    seek    turtheif'" 
clarification  of -the  scandal-..^ 
ous  deal  In  the  Dlet<T-Kyt>-' 
do.  ..  .    ..-;..  ... 


cidmitted  fS 
sales  proiS' 
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[From  the  Asahl  Evening  News,  Dec.  27.  1977] 

'Gray  payitssnts'  by  firms 
came  to  ¥30  billion  i 


TTie  National  Tax  Agency 
(NTA)  said.  .Monday  that 
**gray  payments/'  including  re- 
bates and  contributions  to 
politicians,  by  firms  during  the 
one  year  from  July  1976  to 
June  1977  totalled  ¥30,000 
million. 

Recently  it  was  clarified 
that  Mitsubishi  and  other  trad- 
ing firms  had  paid  $2,500,000 
in  rebates  to  South  Korea  and 
they  have  had  to  pay  tax  on 
this  money. 

The  ¥30,000  million  is 
based  on  a  check  by  national 
tax  bureaus  throughout  the 
nation  ou  about  5,000  firms; 
payments  unaccounted  for 
averaged  ¥5,900,000  per  firm. 

Firms  refused  to  divulge  to 
whom  these  payments  were 
made.  Such  payments  are  not 
recognized  as  expenses  and 
are    taxed.    The    firms    keep 


silent  about  the  recipFents  for 
unexplained  reasons  •  even 
though  they  know  they  will  be 
taxed.  /.  "-^^     . 

The  NTA  has  been  trying  to 
find  out  to  whom  the  "gray 
payments"  were  made.  But  the 
firms  have  been  tight-lipped, 
and  the  NTA  has  been  ^  able 
to  discover  the  recipients  of 
only  about  10  percent* or  less 
than  ¥3,000  million.     viv-V    :  : 

Of  the  ¥3,000  million,:¥l,r 
350  million  consisted  of  re- 
bates, ¥450  million  of  enter- 
tainment expenses  and  ¥1,200 
million  of  contributions  and' 
others.  It  is  believed  that  in- 
cluded in  these  amounts  are 
secret  contributions  and. bribe- 
like payments  to  politicians. 

In*  the  three  years  from  .1973 
to  1975,  "gray  payments"  to- 
talled   about    ¥7,000   million, 
-  according  to  the  NTA. 
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[From  the  Asahi  Evening  News,  Feb.  8,  1978] 


Domestic 


— Seoul  subway  issue— 


/i^^  ^/i.  iQ?s^- 


Asa 


Hitachi  made  unusually  high 
profits  from  selling  coaches 


The  focus  in  the  Diet  on 
the  Seoul  subway  case  now  is 
on  the  ¥1,340  million  made 
by  Hitachi,  Ltd.,  which  was 
responsible  for  manufacturing 
the  186  subway  coaches  in- 
volved. 

This  works  out  at  a  profit 
of  ¥7,200,000  on  each  of  the 
186  coaches.  The  profit  rate 
was  14  percent,  an  unusually 
high  rate,  and  the  Opposition 
parties  have  been  attacking 
Hitachi,  suspecting  it  of  hav- 
ing engaged  in  shady  transac- 
tions. 

Up  to  Tuesday,  Hitachi  had 
revealed  some  of  the  details 
of  the  transactions  involved 
and  said  that  its  profit  rate  on 
gross  sales  was  less  than  5 
percent. 

But  a  check  by  the  Asahi 
Shimbun  showed  that  the  pro- 
fit'rate  on  the  electrical  ma- 
chinery installed  on  the  coach- 


es was  20  percent,  which  is 
triple  the  ordinary  profit  rate 
for  such  machinery. 

Hitachi  received  the  order 
for  186  subway  coaches  from 
Mitsubishi  Corp.  and  Maru- 
beni Corp.  but  it  made  only 
60  itself  and  subcontracted 
the  remainder  to  four  other 
rolling  stock  manufacturers.  It 
delivered  the  186  coaches  be- 
fore October  1974. 

The  coaches  were  delivered 
by  subcontractors  to  Hitachi 
at  ¥27,500,000  each.  Hitachi 
sold  them  to  the  trading 
firms  at  ¥51,500,000  each,  so 
there  was  a  difference  of 
¥24,000,000  each.  Hitachi 
purchased  the  necessary  elec- 
trical machinery,  such  as  con- 
trol equipment  and  motors, 
and  handed  them  over  to  the 
subcontractors  to  install  on  the 
coaches. 

The      electrical      machinery 


came  to  ¥16,800,000,  accord- 
ing to  a  check  by  the  Board 
of  Audit,  so  the  remaining 
¥7,200,000  is  Hitachi's  profit 
on  each  coach. 

When  inters'ievved  by  the 
Asahi  Shimbun  on  Feb.  6  and 
7,  two  Hitachi  officials  said: 
(I)  The  electrical  machinery 
cost  ¥22,000,000  instead  of 
¥16,800.000  because  of  price 
rises  and  the  addition  of  extra 
equipment,  and  this  was  re- 
sponsible for  the  difference  of 
¥24,000,000^^  (2)  the  only  pro- 
fit Hitachi  made  was  on  the 
60  coaches  and  the  electrical 
machinery  it  made  itself;  and 
(3)  this  profit  was  less  than  5 
percent.  But  they  refused  to 
divulge     figures     to    back    up 

their  statenierits. '. — — 

,  Meanwhile,  Socialist  Repre- 
sentative Tsunehiko  Antaku 
charged  in  the  Lower  House 
Budget  Committee  .  Tuesday 
that''¥470  million  was  unac- 
counted for  in  connection  with 
a  South  Korean  insulator 
manufacturing  firm  which 
went  bankrupt  after  an  insu- 
lator plant  had  been  shipped 
to  South  Korea. 
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[From   the  Asahi  Evening  News,  Feb.  9.   1978] 


ROK  subway  prooS 
in  full  swing  at^ 
Diet  committee 

Officials  of  government 
agencies  involved  in  the  Seoul 
subway  coach  export  affair 
failed  to  give  clear  answers  to  ■ 
various  suspicions  raised  by  an 
Opposition  Dietman  in  the 
Lower  House  Budget  Commit- 
tee  Wednesday. 

Shun  Oide,  a  Japan  Social-   . 
ist  Party  Dietman,  alleged  that 
Shinichi    Takasugi,     then     the 
president  of  the  governmental 
Overseas    Economic    Coopera- 
tion    Fund     (OECF),     which 
made  a  huge  yen  loan  for  the 
Seoul  subway  project,  had  dis- 
tributed  a   paper   emphasizing 
that    the    construction    of    the  , 
subway    system    was    in    "the 
national  interests  of  Japan  and  : 
the  Republic  of  Korea,"  after 
his   trip   to   Seoul   in   October,  l 
1970. 

Norio  Tshihara,  present 
OECF  president,  denied  the 
charge. 

A  report  on  the  project 
released  by  the  Japanese  For- 
eign Ministry  (Gaimusho)  in 
August,    1970,    said    that    the  I 


price  of  each  coach  was  raised 
from  the  original  estimate  by  • 
¥4,140.000  due  to  changes  in 
specifications  made  by  the 
Japanese  Association  for  Over- 
seas Railway  Technological 
Cooperation,  which  served  as 
a  technical  consultant  for 
South  Korea. 

Showing  related  secret 
documents  obtained  from 
sources  in  Mitsubishi  Corp., 
U:de  'char;:cd  that  thff  Jap^ 
nese  trading  firm  put  pressure 
on  the  association  to  inflate 
tne  pnce"  so  that  it^wouid  get 
money  for  pollticaT  maneuvers. 
Mitsubishi  was  one  of  the  four 
trading  houses  which  jointly 
won  a  bidding  for  the  186 
coaches  for  the  Seoul  project. 

Gaimusho  and  other  Gov- 
ernment officials  were  at  a 
loss  for  replies  and  promised 
to  make  detailed  inquiries. 

Oide  also  said  that,  among 
the  Japanese  rolling  stock 
manufacturers  involved  in  the 
transaction,  only  Hitachi,  Ltd. 
made  a  profit  from  the  deal 
and  that  there  were  discrepan- 
cies in  its  explanations  con- 
cerning the  prices  of  its  prod- 
ucts. 

Eiju  Ito,  chief  of  the  Justice 
Ministry's  Criminal  Affairs 
Bureau,  disclosed  for  the  first 
time  that  the  prosecution  has 
a  keen  interest  in  the  case. 
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[From  the  Asahi  Evening  News,  Mar.   2,   1978] 

— Seoul  subway  scandal —  ^^  -v. 

Communists  charge  Hitachi 
with  shady  transactions^ 

Seiji  Masamori  of  the  Ja- 
pan Communist  Party  (JCP) 
charged  Monday  that  Hitachi,. 
Ltd.  had  engaged  in  shady 
transactions  to  secretly  set 
aside  political  funds  in  con- 
nection with  the  sale  of  sub- 
way coaches  to  South  Korea. 
He  said  that  the  secret  funds 
had  been  placed  in  an  ac- 
count under  the  name  of  a 
Hitachi  executive  in  the  Utsu- 
nomiya  Branch  of  the  Kanto 
Bank. 

In  connection  with  the 
charges  made  by  Masamori 
in  the  Lower  House  Budget 
Committee,  Director  Eiju  Ito 
of  the  Justice  Ministry's  Cri- 
minal Affairs  Bureau  said  the 
relevant  material  would  be 
handed  over  to  the  prosecu- 
tors so  they  could  study  the 
matter. 

The  National  Tax  Agency 
decided  Monday  night  to 
carry  out  an  investigation  of 
the  real  estate  firm  allegedly 
involved  in  the  transactibns. 

Masamori  charged  that  Hi- 
tachi had  hidden  the  huge  pro- 
fits it  made  on  the  Seoul  sub- 
way deal  and  had  used  Chuo 
Shoji  to  create  a  secret  fund. 
He  pointed  out  that  Chuo 
Shoji  was  completely  owned 
by  Hitachi  and  all  its  execu- 
tives are  from  Hitachi. 

As    examples    of    Hitachi's 


hiding    of    profits,    Masamori  j 
pointed  out  that  whereas  Hi- 
tachi   had    said    it    purchased  ; 
wireless  equipment  from   Mo-  \ 
torola    of    the    United    States  • 
for  ¥1,200,000,  Motorola  had  j 
actually  delivered  at  ¥960,000.  • 
In    the    case    of    ATS    (auto-  ' 
matic    train    stop)    equipment, 
Hitachi    is    supposed    to    have 
bought  it  for  ¥4,350,000  per  . 
coach,    but    the    actual    price, 
according     to     a     check     by 
Masamori,  was  ¥3,100,000. 

Chuo  Shoji  is  a  real  estate 
firm  established  in  1950  with 
100  percent  capitalization  by 
Hitachi.  It  has  400  employes, 
and  its  main  office  is  in  the 
Hitachi  building  in  Chiyoda 
Ward,  Tokyo.  The  Kanto 
Bank  has  its  main  branch  in 
Tsuchiura  City,  Ibaraki  Pre- 
fecture. In  Tochigi  Prefec- 
ture, it  has  only  the  Koyama 
Branch,  and  there  is  no  Utsu- 
nomiya  Branch.. 

Masamori  also  clarified 
that  Mitsubishi  Corp.  and 
three  other  trading  firms  as 
well  as  23  manufacturers,  in- 
cluding Hitachi,  had  created 
a  Japanese  .  group  to  prepare 
to  bid  for  the  No.  2  subway 
line  in  Seoul.  This  is  the 
group  which  is  under  suspi- 
cion in  connection  with  the 
No.  1  subway  I'me. 
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[From  the  Japan  Times.  Mar.  6.  1978] 


Hitachi  Allegedly  Had 
Big  Role  in  Subwgiy  fieal 


A  Socialist  Party  and  a 
Communist  Party 
parliamentarian  said  Sunday 
that  they  would  grill  Govern- 
ment officials  in  today's  Lower 
House  Budget  Committee 
session  about  the  suspected  role 
of  a  major  Japanese  firm  in  the 
sale  of  subway  and  train  cars  to 
South  Korea. 

They  claimed  the  Japanese 
firm.  Hitachi.  Ltd..  played  a 
leading  role  in  the  Y27.2  billion 
deal  signed  in  1972  for  the  ex- 
port of  186  train  coaches. 
Mitsubishi  Corp.  was  also 
reported  to  be  involved  in  the 
deal. 

Shun  Oide  of  the  Japan 
Socialist  Party  (JSP)  said  that 
Hitachi  had  begun 
maneuvering  to  acquire  a  share 
in  the  subway  coach  deal  in  1967 
despite  the  firm's  claim  that  it 
first  found  out  about  the  Seoul 
railway  project  as  late  as  1970. 

Five  coach  makers  including 
Hitachi  and  four  major  trading 
companies  formed  a  con- 
sortium in  March  1971. 

Oide  quoted  a  Mitsubishi 
official,  without  identifying 
him.  as  saying  that  Hitachi 
served  as  a  mediator  among  the 
participants  in  the  consortium.  - 

In  the  deal.  Hitachi  made  a 
profit  of  Y488  million.  Of  the 
profit,  only  ¥84  million  came 
from  coach  bodies  and  the  rest 
was  from  electrical  equipment 
which  Hitachi  also  supplied. 


cent  which  the  company  usually 
made  then  for  the  sale  of  train 
coach  electrical  equipment, 
according  to  Oide. 

Oide  will  demand  that  the 
Diet  summon  Hitachi  officials 
to  explain  the  unusually  large 
profit  from  the  coach  deal,  he 
said. 

Seiji  Masamori  of  the  Japan 
Communist  Party  (JCP). 
meanwhile,  said  that  a  JCP 
investigation  showed  that  some 
electrical  equipment  imported 
by  Hitachi  from  the  U.S.  was 
priced  excessively  high  when 
resold  with  the  coaches  to  the 
Japanese  consortium  which  in 
turn  sold  the  equipment  to 
South  Korea. 

The  scandal  about  the  sub- 
way car  sales  to  South  Korea 
came  to  light  when  it  was 
discovered  that  the  trading 
firms  in  the  consortium  had 
made  an  illicit  payment  of  $2.5 
million  to  a  Korean  politician. 

A  Hitachi  official,  on  the  other 
hand,  said  Sunday  that  the 
breakdown  of  the  train  coach 
price  as  announced  on  Feb.  16 
by  Hitachi  told  everything 
about  the  deal.  He  said  Hitachi 
officials  are  ready  to  explain 
this  before  the  Diet  if  sum-, 
moned. 
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Taxmen  Investigated 


fy\iQ  ^      y/?/7^ 


Subway  Car  Sales 


Ritsuo  Isobe,  chief  of  the 
National  Tax  Administration 
Agency,  told  the  Diet  Monday 
his  agency  sent  five  officials  to 
the  United  States  last  year  to 
investigate  controversial 
Japanese  sales  of  subway  cars 
to  South  Korea. 

In  the  deal  four  Japanese 
trading  houses  sent  $2.5  million 
to  a  U.S.  bank  from  1971 
through  1973.  The  money  is 
suspected  of  constituting  bribes 
which  became  operational 
funds  for  the  South  Korean 
Central  Intelligence  Agency 
(KCIA). 

In  reply  to  Shun  Oide  of  the 
Japan  Socialist  Party  before 
the  House  of  Representative 
budget  committee,  Isobe  said 
the  five  officials  investigated 
the  U.S.  subsidiaries  of  Mitsu- 
bishi Corp,  and  Mitsui  and  Co. 
last  December. 

He  said  the  investigation 
covered  the  subway  deal  and 
other  business  activities  of  the 
two  subsidiaries  but  he  declined 
to  go  into  details. 

^be  said  the  agency  officials 
did  not  investigate  the  U.S. 


bank  to  which  the  four  firms 
made  remittances  because  the 
agency  has  no  right  to  do  so. 

At  the  committee  meeting, 
Prime  Minister  Takeo  Fukuda 
said  he  had  instructed  govern- 
ment agencies  concerned  to  try 
to  clarify  the  subway  deal 
although  "Japan  has  no  right  to 
forcibly  investigate."  -   ' 

Shunji  Tojima,  a  bureau 
head  of  the  Board  of  Audit,  said 
his  office  was  investigating 
••unusually  high  profits"  won  by 
Hitachi,  Ltd.,  in  the  1973  sale  of 
186  subway  cars  and  surface 
coaches  to  South  Korea  for  a 
combined  18.5  billion  yen.  ■ 
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[From  the  Japan  Times,  Mar.  7.  1978] 


Dietman  Raises  Seoul  Subway  Issue 


An  opposition  Diclrnan 
charged  Monday  that  a  major 
trading  firm  tried  to  avoid  taxes 
on  Illicit  payments  it  made  to 
win  the  controversial  order  for 
Seoul  subway  cars  by  preten- 
ding that  it  had  suffered  losses 
i/i  fictitious  grain  deals. 

The  charge  was  made  by 
Shun  Oide.  a  Dietman  of  the 
Japan  Socialist  Party  JSP), 
during" a  House  of  Representa- 
tives Budget  Committee 
meeting. 

Oide  did  not  identify  the 
trading  firm  but  it  was  believed 
to  be  Mitsubishi  Corp.  Earlier 
reports  alleged  that  the  com- 
pany had  raised  funds  for 
paying  kickbacks  in  the  subway 
car  deal  in  the  same  way  as 
described  by  Oide. 

The  Seoul  subway  cars  were 
exported  by  a  group  of  four 
Japanese  trading  firms  com- 
posed of  Mitsubishi.  Mitsui  and 
Co..  Marubeni  Corp.  and 
Nissho-lwaiCo. 

In  response  to  Oide's  demand. 
Ritsuo  Isobe.  chief  of  the 
National  Tax  Administration 
Agency,  disclosed  that  the 
agency  had  sent  five  officials  to 
the  United  States  to  investigate 
U.S.  subsidiaries  of  Mitsubishi 
and  Mitsui  on  tax  matters  from 
Dec.  5  through  Dec.  22  last  year. 

However.  Isobe  refused  to 
disclose  the  outcome  of  the 
agency  officials'  probe  on  the 
ground  that  it  was  required 
under  law  to  protect  the  privacy 
of  the  two  firms  involved. 

Oide  then  demanded 
Government  explanation  on 
the  sending  of  a  technical 
mission  to  Seoul  by  a  Foreign 
IMinistfN'  organization  to  study  a 
plan  to  construct  the  .«;econd 


Seoul  subway  line  in  April  last 
year  when  the  first  Seoul 
subway  deal  was  still  under 
suspicion  in  Japan. 

A  Foreign  Ministry  official 
admitted  that  the  Japan  In- 
ternational Cooperation  Agency 
has  sent  such  a  mission  twice  to 
Seoul  but  denied  that  the 
Government  had  promised  to 
offer  yen  credits  for  the  con- 
struction of  the  second  Seoul 
subway. 

Oide  then  raised  suspicion 
about  export  prices  of  Seoul 
railway  cars  which  were  much 
higher  than  those  for  similar 
railway  cars  used  by  the 
Japanese  National  Railways. 

Citing  technical  data  for 
Seoul  railway  cars  and  JNR 
cars.  Oide  claimed  that  they 
both  have  the  same  capabilities. 

Hitachi  Ltd..  which  built  part 
of  the  exported  railway 
coaches,  earlier  claimed  that 
the  cost  Increase  had  t)€en 
brought  about  because  the 
Seoul  railway  coaches  were 
equipped  with  better  motors. 

A  Board  of  Audit  official  told 
the  committee  that  the  board 
was  also,  skeptical  about 
Hitachi's  claim  that  electrical 
components  in  the  Seoul 
railway  coaches  cost  ¥3.74 
million  more  than  the  board's 
estimate  of  ¥16.8  million  per 


car. 

The  official  also  said  that 
Hitachi's  profit  margin  in  the 
export  sales,  which  the  firm 
said  accounted  for  16.7  per  cent 
of  the  total  value,  were 
unusually  high. 

In  the  afternoon  session  of  the 
same     committee,     Seljl 
Masamorl  of  the  Japan  Com-  i 
munist  Party   (JCP)   charged 
that  Hitachi  had  instructed  its  | 
subsidiary  to  secretly  set  aside  | 
a  large  sum  of  money  to  buy 
political  Influence  in  connection  I 
with  the  sale  of  subway  cars  to  I 
South  Korea.  ' 

The  subsidiary  named  by 
Masamorl  Is  the  Chuo  Shojl  Co. 
in  Kanda.  Chlyoda  Ward, 
Tokyo.  Its  management  is 
almost  entirely  made  up  of 
former  Hitachi  employees,  the 
JCP  Dietman  said. 

He  demanded  that  the  Diet 
summon  the  officials  of  Hitachi 
and    the    subsidiary     for   j 
testimony.  ' 
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167.  Ian  Urquhart,  "A  Scandal  Revisited,  CANDU  Canada  Didn't  Look  Evil, 
Just  Dumb,"  MacLean's,  November  28, 1977 


A  scandal  irevisited 


^ANDU  Canada  didn't  look  evil.  Just  dunrib 


By  Ian  Urquhart 


It  was  Chrislmas.  1974.  Three  men  gathered  in 
the  offices  of  the  president  of  Atomic  Energy  of 
Canada  Ltd.  to  have  their  pictures  taken.  The 
atmosphere  was  deep  and  crisp  and  even  and 
the  three  men  were  smiling.  LorneGra\  (right). 
the  president  of  .MCL,  was  smiling  because  he 
had  sold  a  Canadian  nuclear  reactor  to  the  Ko- 
rean Electric  Company.  .Mm  Choong  Shik, 
head  of  KECO.  was  smiling  because  he  had 
bought  it.  And  in  the  background,  Shaul  Eisen- 
berg,  a  mysterious  Israeli  businessman  was 
smiling,    possibly    in    contemplation    of    his 


enormous  finder's  fee.  It  would  be  two  vears  be- 
fore the  smiles  disappeared  and  Canadian>. 
who  didn't  know  a  reactor  from  a  refrigerator, 
would  be  confronted  with  one  of  the  bi^j^e^t 
scandals  in  the  country's  hrstor\ 

The  scandal  broke  v.hen  the  auditor-gener.il. 
parliament's  watchdog  of  government  spend- 
ing, reported  that  AECL.  the  government's  nu- 
clear agency,  had  been  paying  out  millions  of 
dollars  in  "agents'  fees"  to  secure  the  oversea^ 
sales  of  Its  reactors.  Eisenberg  was  one  of  the 
agents.  In  understated  accountant's  jargon,  the 
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auditor-general,  James  J.  Macdonell.  re- 
ported that  the  documentation  supporting 
these  payments  was  "inadequate."  Read- 
ing between  the  lines,  the  implication  was 
clear:  the  money  was  used  to  bribe  foreign 
officials  to  grease  the  sales.  Suddenly,  Can- 
ada had  its  very  own  Lockheed  scandal. 

That  was  one  year  ago.  But  the  scandal 
was  never  really  pursued  to  its  ultimate 
conclusion.  At  first  it  was  front-page  news, 
a  parliamentary  committee  began  an  in- 
vestigation and  the  rcmp  was  called  in. 
But,  after  the  initial  burst  of  activity,  the 
enthusiasm  of  the  press  soon  faded.  The 
parliamentary  committee  botched  its  in- 
vestigation and  neither  was  helped  by  the 
collective  stonewall  built  by  the  key  actors 
in  the  affair.  The  government,  for  its  part, 
seemed  content  to  rely  on  the  rcmp.  And 
the  RCMP  encountered  problems  because 
much  of  the  information  lies  outside  the 
country.  The  foreign  governments  in- 
volved seemed  more  interested  in  covering 
up  the  scandal  than  exposing  it.  Thus  much 
of  the  AECL  affair  remains  a  mystery.  But  it 
is  possible  to  piece  together  most  of  the 
story  from  the  public  record  and  con- 
fidential interviews.  The  picture  that 
emerges  is  not  so  much  one  of  ugly  Cana- 
dians corrupting  the  Third  World  as  of 
naive  Canadians  being  taken  in  by  high- 
flying hucksters. 

The  story  begins  on  March  21,  1968, 
when  AECL  announced  it  was  taking  over 
responsibility  for  overseas  sales  of  the 
CANDU  reactor  from  Canadian  General 
Electric  (CGE).  candu  (an  acronym  for 
Canada  deuterium  uranium)  was  widely 
acknowledged  within  Canada  as  a  su- 
perbly designed  reactor,  one  of  the  coun- 
try's few  notable  technological  achieve- 
ments. The  government  was  anxious  to  sell 
it  abroad,  both  to  justify  the  public  invest- 
ment in  its  development  and  to  announce 
to  the  world  that  Canada  could  make 
things  as  well  as  dig  them  out  of  the 
ground. 

But  CGE  had  not  been  successful  in  mar- 
keting CANDU  internationally.  For  one 
thing,  it  was  running  into  competition  with 
its  parent  firm  in  the  United  States,  which 
was  trying  to  sell  its  own,  American-de- 
signed reactor,  aecl,  the  Crown  corpora- 
tion that  had  developed  candu  at  its  Chalk 
River,  Ontario,  laboratories  in  the  1950s, 
took  oyer  responsibility  for  selling  it. 


AECL  was  ill-equipped  for  the  task.  It 
was  primarily  a  research  agency  staffed  by 
scientists  and  engineers.  Its  competitors, 
chiefly  Westinghouse  and  General  Electric 
in  the  United  States,  had  huge  sales  staffs 
and  years  of  experience  in  marketing  reac- 
tors. But  AECL  did  have  J.  Lome  Gray,  its 
president,  who  was  immensely  proud  of 
CANDU  and  eager  for  international  recog- 
nition for  the  reactor.  Perhaps  too  eager. 

Late  in  1968,  soon  after  aecl  had  as- 
sumed its  new  responsibilities,  Israeli 
Shaul  Eisenberg  visited  Gray's  Ottawa  of- 
fice, praised  candu  and  said  he  could  sell  it 
to  South  Korea.  Gray  was  flattered  but 
skeptical.  How  could  this  fast-talking 
stranger  pull  off  a  sale  to  South  Korea,  es- 
pecially after  Westinghouse  had  just  sold  a 
U.S. -style  reactor  there?  Gray  told  Eisen- 
berg to  go  ahead  and  try.  A  meeting  was 
arranged  in  1969  between  aecl  and  Ko- 
rean officials.  It  was  subsequently  canceled 
by  the  Koreans,  at  the  behest  of  West- 
inghouse and  the  U.S.  government.  Gray 
suspects. 

A  series  of  similar  disappointments  fol- 
lowed as  AECL  attempted  without  success 
to  peddle  candu  to  Mexico,  Brazil,  Aus- 
tralia and  Romania.  As  the  failures 
mounted,  aecl  began  to  come  under  in- 
creasing pressure  at  home.  Gray,  says  one 
ex-staffer,  became  "desperate"  to  sell  a  re- 
actor abroad  if  only  to  prove  that  candu 
was  worthwhile. 

The  opportunity  came  in  1971.  Argen- 
tina was  once  again  shopping  for  a  reactor 
and  "we  were  a  little  gun-shy  and  hesi- 
tated," recalls  Gray.  But  aecl  had  a  part- 
ner from  an  earlier  Italian  venture,  Ital- 
impianti,  a  Genoa  engineering  firm  with 
good  connections  in  Argentina,  aecl  and 
Italimpianti  decided  to  bid  for  the  Argen- 
tinian contract  together,  with  Italimpianti 
handling  the  marketing  end  of  the  deal 
and  AECL  the  technical  aspects.  There  was 
one  catch,  stipulated  by  Lucien  Sicouri, 
Italimpianti's  extravagant  president:  an 
agent  would  be  retained,  aecl  would  be 
required  to  pay  half  his  fee — with  no  ques- 
tions asked.  Gray  agreed  and  the  bid  went 
ahead. 

In  1973,  after  beating  back  stiff  competi- 
tion from  Westinghouse,  aecl  and  Ital- 
impianti were  awarded  the  Argentinian 
contract.  (The  terms  were  ridiculously  fa- 
vorable to  Argentina,  including  a  $129- 
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million  loan  supplied  by  the  Canadian 
government  at  subsidized  interest  rates. 
I'wo  years  later,  it  became  apparent  that 
AECL  stcxxl  to  lose  S200 million  on  the  deal. 
AECL  pleaded  with  the  Argentinians  to  re- 
negotiate the  contract  and  they  agreed,  but 
only  after  the  Canadians  provided  another 
S25-million  loan  at  subsidized  rates.  Now 
AECL  stands  to  lose  only  S130  million  on 
the  deal.) 

By  this  time,  the  South  Korean  deal  had 
warmed  up  and  Eisenberg  reappeared  in 
Gray's  office  some  time  in  1972.  Eisenberg 
was  clearly  arLxious  for  aecl's  business,  of- 
fering free  television  sets  to  the  Crown 
company's  marketing  officials  (they  re- 
fused) and  crates  of  oranges  from  his  Is- 
raeli groves  to  Gray  (he  accepted).  In  No- 
vember. 1972,  Gray  hired  Eisenberg  as 
aecl's  '^exclusive  agent"  in  South  Korea. 
Eisenberg  was  given  carte  blanche  with  no 
terms  of  reference.  Even  his  fee  was  left  up 
in  the  air  as  Eisenberg  preferred  to  settle 
such  grubby  details  later.  Within  tuo 
years,  aecl  had  sold  a  reactor  to  South 
Korea.  (Again,  a  government-subsidized 
loan  was  required,  this  time  for  $330  mil- 
lion. It  is  not  yet  know  n  whether  aecl  w  ill 
make  money  on  the  deal.) 

With  the  whiif  of  success  still  in  the  air. 
the  bills  started  to  come  in.  First,  in  Janu- 
ary, 1974.  Sicouri  wrote  Gray  asking  for 
S2.5  million  in  U.S.  currency  as  aecl's 
half-share  of  the  so-called  "agent's  fee." 
The  money  was  to  be  deposited  in  a  Swiss 
bank  in  Lugano  in  the  account  of  some- 
thing called  the  Intercontinental  General 
Trading  Establishment  of  Schaan,  Liech- 
tenstein. This  was  a  dummy  corporation 
owned  by  the  bank.  Gray  balked  at  first, 
then  paid  the  amount  in  April.  1974.  with 
no  questions  asked. 

In  December.  1974,  with  the  Korean 
deal  completed.  Eisenberg  told  Gray  it  was 
time  to  discuss  his  fee.  He  wanted  S40  mil- 
lion. Gray  was  stunned.  He  managed  to 
talk  Eisenberg  down  to  $20  million.  Gray 
signed  the  papers  agreeing  to  the  payment 
on  December  30.  1974,  the  day  before  he 
retired. 

Eisenberg's  bill  for  $20  million  arrived 
in  January.  1976.  on  the  desk  of  John  Fos- 
ter. Gray's  handpicked  successor  as  presi- 
dent of  AECL.  Foster  knew  the  bill  was 
coming  but  he  had  second  thoughts  about 
paying  it  after  it  actually  arrived.  The  sum- 
mer before,  the  Lockheed  scandal  had  bro- 
ken in  Washington. 


(In  August,  1975.  Lockheed  Aircraft 
Corp.  had  revealed,  under  pressure  from  a 
U.S.  Senate  committee,  that  it  had  paid  out 
$22  million  in  bribes,  mostly  disguised  as 
agents'  fees,  to  secure  overseas  sales  of  its 
planes.) 

After  sitting  on  the  bill  for  a  few  weeks, 
Foster  reported  it  to  his  newly  appointed 
chairman,  Ross  Campbell,  who  had  been 
brought  home  from  his  ambassador's  post 
in  Tokyo  to  try  to  straighten  out  the  Argen- 
tinian mess  (the  potential  $200-million 
loss)  left  behind  by  Gray.  Campbell  went 
straight  to  Alastair  Gillespie,  the  minister 
responsible  for  aecl.  It  was  decided  that 
Campbell  should  go  to  Israel  to  try  to  get 
Eisenberg  to  agree  to  a  lesser  sum  and  to 
account  for  his  expenses.  Campbell  went 
to  Israel  March  2-3,  1976,  and  bargained 
Eisenberg  down  to  an  $18.4  million  fee, 
but  at  the  cost  of  agreeing  to  hire  him  again 
as  an  agent  on  any  subsequent  reactor  sales 
to  South  Korea.  He  also  obtained  from 
Eisenberg  an  accounting  of  his  expenses. 
But  the  accounting  was  actus"'''  no  more 
than  after-the-fact  invoices  from  three 
companies  associated  with  United  Devel- 
opment Inc.,  Eisenberg's  firm. 

It  w  as  these  invoices  that  caught  the  eye 
of  the  auditor-general's  staff  when  it  began 
looking  over  aecl's  books  as  part  of  a  rou- 
tine annual  inspection  in  May,  1976.  Had 
the  sum  of  $20  million  simply  been  paid 
and  noted  in  aecl's  books  as  a  commission 
on  the  Korean  sale,  'T  do  not  think  I  could 
have  challenged  it,"  said  Macdonell 
months  later.  But  the  suspicions  aroused, 
the  auditor-general's  staff  decided  to  re- 
open the  books  on  the  Argentinian  sale  as 
well  to  see  if  there  had  been  any  similar 
payments  involved.  It  turned  up  the  $2.5- 
million  payment  to  a  Swiss  bank.  When 
Macdonell  told  Campbell  and  Foster  they 
would  have  to  produce  more  satisfactory 
documentation  to  support  these  payments, 
aecl  w  ent  into  a  panic. 

Campbell  and  Foster  tried  frantically  to 
get  more  information  from  Eisenberg  and 
Sicouri,  to  no  avail.  Eisenberg  offered  to  let 
Macdonell  inspect  his  books,  but  the  offer 
was  conditional  on  the  auditor-general 
keeping  his  findings  secret.  It  was  a  condi- 
tion that  Macdonell,  as  a  servant  of  parlia- 
ment, obviously  could  not  accept. 

In  an  effort  to  persuade  Sicouri  to  talk, 
Campbell  and  Foster  drafted  Lome  Gray 
back  from  retirement  to  reason  with  his  old 
Italian  partner.  Gray,  Campbell  and  Fos- 
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ter  talked  to  Sicouri  over  a  three-hour-long 
dinner  at  Montreal's  Chateau  Champlan. 
Hotel.  Sicouri  was  charming,  as  usual,  but 
refused  to  name  the  agent  in  the  Argen- 
tinian deal. 

As  a  last  resort,  Campbell  tried  to  per- 
suade Macdonell  to  drop  questionable 
payments  from  his  report  to  parliament. 
The  publicity  could,  Campbell  suggested, 
ruin  AECL.  Macdonell  replied  that  it  was 
his  duty  to  parliament  to  report  what  he 
had  learned,  which  he  did  on  November 
22,  1976.  As  Campbell  had  feared,  the  dis- 
closure of  the  questionable  payments, 
which  occupied  just  l^h.  pages  in  Macdon- 
ell's  630-page  report,  transfixed  the  atten-| 
tion  of  reporters  and  |X)liticians  alike. 

But  the  issue  soon  dropped  from  sight. 
First,  reporters  ran  into  a  stonewall  in  their 
efforts  to  interview  the  principal  charac- 
ters. Eisenberg  and  Sicouri  simply  refused 
to  be  interviewed.  The  parliamentary  com- 
mittee, with  the  Liberals  and  Con- 
servatives bickering  over  how  best  to 
handle  the  investigation,  dragged  its  feet. 

Committee  chairman  Allan  Lawrence, 
the  former  attorney  general  of  Ontario, 
tried  hard  to  pursue  the  investigation  on 
his  own,  but  with  little  success. 

Because  of  the  stonewall,  several  key 
questions  remain  unanswered  in  the 
AECL  affair: 

•  Who  gol  the  $2.5  million  sent  to  the  Swiss 
bank  as  part  of  the  Argentinian  deal?  Only 
Sicouri  and  the  recipient  know  for  sure.. 
Gray  insists  he  doesn't  know,  and,  if  he 
doesn't,  no  one  in  Canada  does.  It  has  been 
disclosed  that  the  $2.5  million  was  quickly 
transferred  from  the  bank  in  Lugano  to  an 
account  code-named  "Opera"  at  another 
bank  in  Geneva.  But  Swiss  authorities 
have  resisted  efforts  to  reveal  the  identity 
of  "Opera."  Italimpianti  also  deposited 
$  1 .5  million  in  the  same  account  in  two  dif- 
ferent payments.  Another  million  was  de- 
posited in  a  Luxembourg  bank  account  by 
Italimpianti  in  six  different  payments  in 
January,  1975,  to  complete  its  half-share  of 
the  "agent's  fee." 

•  Assuming  that  the  payment  was  actually  a 
bribe  for  an  Argentinian  official,  who  was 
paid  off?  The  Argentinian  press,  presum- 
ably on  the  basis  of  leaks  from  the  military 
government  in  the  country,  has  pointed  the 
finger  at  Jose  Ber  Gelbard,  the  former 
minister  of  economics  in  the  Peronist  re- 
gime, overthrown  in  a  coup  in  1976.  Gel- 
bard died  in  exile  in  Washington  in  Octo- 


ber ihis  year.  Before  his  death,  he  denied 
he  was  the  recipient  of  the  alleged  bribe. 
He  was  a  business  partner  of  Sicouri's  in  a 
previous  deal  in  Argentina.  But  Gelbard 
only  became  a  minister  after  the  decision 
had  been  made  to  purchase  the  candu  re- 
actor. There  is  also  a  possibility  the  money 
went  to  someone  at  Italimpianti  or  even  to 
a  Canadian  as  part  of  an  embezzlement 
scheme.  That  possibility  prompted  the  Ca- 
nadian government  to  call  in  the  rcmp  in 
the  first  place.  But  the  Swiss  banks  deny  the 
recipient  was  either  a  Canadian  or  con- 

;  nected  with  Italimpianti. 

I  •  What  happened  to  the  money  paid  to  Eis- 
enberg? AECL  officials  keep  insisting  there 
is  no  proof  that  any  of  the  money  was 
passed  on  to  Koreans  in  the  form  of  bribes. 
That  is  true  enough,  but  it  is  a  see-no-evil 
approach  that  strains  credulity  in  South 
Korea,  where  President  Park  Chung  Hee  is 
said  to  rule  with  an  iron  hand  and  sticky 
fingers.  And  a  natural  target  for  a  bribe 
would  have  been  Min  Choong  Shik,  the 
former  president  of  the  Korean  Electric 
Company.  Min  is  said  to  be  a  friend  of 
Eisenberg. 

•  Was  Cray  duped?  Ther.  are  suggestions 
that  Gray  paid  far  more  ihan  he  had  to  in 
order  to  grease  the  sales  of  candu.  In  Ar- 
gentina there  was  already  considerable  in- 
terest in  CANDU  because  it  uses  natural  ura- 
nium as  a  fuel,  unlike  the  U.S. -style 
reactors  which  use  "enriched"  uranium. 
There  has  also  been  speculation  that  mili- 
tarists in  Argentina  wanted  candu  be- 
cause it  produces  more  plutonium  as  a  by- 
product than  American  reactors.  Pluto- 
nium is  used  to  make  atomic  bombs,  cov- 
eted by  some  generals  in  Argentina,  which 
is  caught  up  in  a  deadly  arms  race  with 
Brazil. 

•  Was  Gray  acting  on  his  own?  The  former 
AECL  chief  insisted  before  the  Public  Ac- 
counts Committee  that  he  kept  both  cabi- 
net and  aecl's  boarJ  of  directors  fully  in- 
formed of  his  arrangements  with  agents 
and  acted  with  their  approval.  But  Donald 
Macdonald,  the  minister  responsible  for 
AECL  throughout  most  of  the  period,  says 
Gray  merely  told  a  cabinet  committee  "en 
passant"  that  agents  would  have  to  be 
hired.  And  George  Gathercole,  former 
chairman  of  Ontario  Hydro  and  a  senior 
member  of  the  aecl  board  from  1966  to 
the  end  of  1974,  says  he  cannot  recall  ever 
hearing  Gray  mention  Eisenberg's  name 
or  agents'  fees  amounting  to  millions  of 
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dollars.  The  board's  minutes  show  that 
Eisenberg's  name  was  mentioned — for  the 
first  time— at  a  meeting  in  February,  1973. 
But  that  was  several  months  after  Gray 
wrote  to  Eisenberg  saying:  "I  have  recom- 
mended to  my  board  and  they  have  agreed 
to  your  appointment  as  the  exclusive  agent 
of  AECl "  Gray  insists  the  Eisenberg  ap- 
pointment was  "thoroughly  discussed"  by 
the  board  before  he  wrote  that  letter  and  it 
was  only  left  out  of  the  board's  minutes 
due  to  an  oversight.  But  G.  M.  Shrum,  for- 
mer head  of  British  Columbia  Hydro  and 
an  AECL  board  member  until  the  end  of 
1972,  is  not  so  sure.  "I  think  the  fairest 
thing  for  me  to  say  is  that  Mr.  Gray  gave  us 
a  great  deal  of  information  but  he  didn't 
ask  us  for  much  advice,"  recalls  Shrum. 

These  questions  may  never  be  conclu- 
sively answered,  locked  as  they  are  in  Swiss 
bank  accounts  and  the  minds  of  uncoop- 
erative or  downright  hostile  witnesses.  But 
the  AECL  affair  has  already  had  a  profound 
impact  in  Canada,  aecl  itself  is  under- 
going a  complete  overhaul  to  upgrade  its 
financial  control  mechanisms.  It  also  has  a 
new  board  of  directors  and  is  to  have  a  new 
president  to  replace  John  Foster,  who  was 
fired  last  summer.  The  company  will  also 
come  under  much  tighter  control  by  cabi- 
net in  the  future. 

But  still  up  in  the  air  is  the  much  more 
difficult  question  of  whether  Canada 
should  be  exporting  nuclear  reactors  at  all. 
AECL  is  continuing  negotiations  for  sales  to 
Italy,  Romania,  Japan  and  Mexico  and 
would  like  to  sell  again  to  Argentina  and 
South  Korea  as  well.  The  talks  have  been 
temporarily  stalled  while  the  government 
attempts  to  obtain  stiffer  guarantees  from 
potential  customers  that  the  reactors  will 
not  be  used  to  make  bombs.  But  that  may 
not  be  an  insurmountable  obstacle,  espe- 
cially if  the  government  and  aecl  remain 
as  eager  to  sell  as  the  customers  are  to  buy. 

"This  is  an  important  matter  for  Cana- 
dians," says  Campbell,  "not  just  for  the 
CANDU  system  itself  but  for  the  image  it 
creates  of  our  national  capabilities  in  high 
technology  areas. " 

But  Canadians  might  well  ask:  if  we 
have  to  loan  people  money  at  subsidized 
interest  rates  to  buy  candu  at  prices  below 
cost  and  then  bribe  them  to  do  it,  how  great 
is  the  accomplishment?  "O" 
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168.  Neil  H.  Jacoby,  et  al.. 


'Foreign  Payoffs  Law:  A  Costly  Error,* 
Times,  January  22, 1978 


New  York 


ByNEILH.JAlOBV, 

PETER  NEHEMKI5, 

RICHARD  EELLS 


More  than  two  years  have  passed 
since  the  Securities  and  Exchange  Com- 
mission invited  registered  American 
corporations  to  disclose  voluntarily  any 
questionable  foreign  payments  or  prac- 
tices. Hundreds  of  companies  carried 
out  investigations,  aided  by  external 
auditors  and  special  legal  counsel,  and 
as  of  Dec.  1,  1977,  some  370  companies 
had  reported  having  made  a  total  of  $745 
million  of  such  payments. 

At  the  same  time,  the  S.E.C.  took  legal 
action  against  a  number  of  companies; 
more  than  30  have  signed  consent  de- 
crees agreeing  to  institute  policies  and 
procedures  that  would  inhibit  wrongdo- 
ing In  the  future. 

In  the  wake  of  enormous  national  (^ 
licity  and  extensive  committee  hear- 
ings, Congress  enacted  and  President 
Carter  signed  dn  Dec.  20,  1977,  a  law 
making  it  a  criminal  offense  for  an 
American  corporation  or  its  executives 
to  make  payments  to  foreign  govern- 
ment officials  or  political  organizations 
for  the  purpose  of  influencing  govern- 
mental decisions. 

But  have  the  new  disclosure  require- 
ments and  legal  penalties  stopped 
American  companies  from  making  for- 
eign political  payments?  Have  they 
caused  American  companies  to  lose 
business  to  foreign-based  competitors 
not  under  similar  constraints?  Finally, 
on  a  broader  level,  just  how  reasonable 
and  effective  are  these  moves  by  Wash- 
ington? I 

Hard  evidence  bearing  on  these  ques- 
tions is  not  readily  available,  of  course. 
The  full  consequences  of  the  new  regula- 
tory environment,  for  example,  will  not 
be  manifest  for  several  years.  Never- 
theless, we  have  collected  enough  infor- 
mation from  dozens  of  interviews  over 
the  last  year  with  multinational  corpo- 
rate executives  to  offer  some  general 
answers. 

It  is  clear  that,  acting  under  the  pres- 
sure of  United  States  laws,  regulations 
and  public  opinion,  most  United  States- 
based  multinationals  have  substantially 
reduced  or  eliminated  foreign  political 
payments.  Small  payments  to  minor  of- 
ficials of  foreign  governments  to  induce 
them  to  perform  their  duties  expedi- 


tiously—generally  known  as 

"facilitating"  payments  or  "grease"— 
appear  to  be  inescapable  and  continue. 
They  are  not  prohibited  by  United  States 
law  or  regulation. 

Some  American  multinationals  have 
changed  their  mode  of  transacting  for- 
eign business  to  reduce  direct  relation- 
ships with  foreign  government  officials. 
Thus,  a  large  electrical  equipment 
manufacturer  now  produces  equipment 
in  certain  countries,  rather  than  export- 
ing it  from  the  United  States,  to  avoid 
the  payment  of  commissions  to  foreign 
agents,  whose  activities  it  cannot  con- 
trol. -  -  _,  — 
Some  organizations  have  arranged  to 
have  their  former  agents  act  as  princi- 
pals who  buy  and  sell  on  th^ir  own  ac-  , 
counts.  This  eliminates  the  payment  pf 
commissions  and  the  responsibility  lor 
monitoring  their  use. 

Still  other  companies,  jjartlculariy  en- 
gineering and  construction  firms,  have 
abandoned  roles  as  prime  contractors  to 
foreign  governments  and  have  become 
subcontractors  to  French,  West  Ger- 
man, Japanese  or  South  Korean  compa- 
nies. 

By  these  stratagems,  American  com- 
panies have  insulated  themselves 
against  charges  of  impropriety,  but  the 
practice  of  making  political  payments 
continues  in  other  hands. 

The  requiremenu  of  disclosure  and 
the  imposition  of  penalties  have  also 
caused  some  loss  of  foreign  busiriess  for 
United  States-based  multinationals.  The 
extent  of  this  loss  cannot  yet  be  meas- 
ured. However,  at  a  conference  of  senior 
business  executives,  held  last  February 
at  the  University  of  California  at  Los 
Angeles,  the  consensus  was  that  foreign 
governments  had  diverted  many  orders 
from  American  companies.  As  one  exec- 
utive  put   it,   "Foreign  governments 
prefer  to  deal  with  companies  whose 
fovemments  do  not  require  them  to  kiss 
and  tell." 

The  overall  loss  of  business  is  prob- 
ably less  than  the  10  percent  estimated 
by  some  sources.  6ut  it  has  been  materi- 
al, especially  in  the  pharmaceutical,  in- 
gineering  and  construction  industries, 
which  conduct  a  large  proportion  of 
their  business  wi^  governments. 
Whatever  the  magnitude  may  be,  the 
consequences  have  be^  adverse  for  the 
United  States  balance  of  trade  Imd  bal- 
ance of  international  payments  and  for 
emfrfoyment  in  the  United  States. 
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Do  the  economic  and  social  costs  of 
the  new  policies  outweigh  the  social 
benefits  of  reduced  corruption  in  busi- 
ness-govemment  relationships?  Is  a 
United  States  criminal  statute  the  best 
kind  of  governmental  intervention  to 
achieve  the  moral  end  in  view? 

In  a  thorough  study  of  the  subject,  we 
found  that  prevailing  ideas  about  these 
payments    contained    serious    errors. 
Though  not  to  be  condoned,  such  pay-    1 
ments  have  in  fact  been  a  relatively    ' 
small  and  immaterial  factor  in  the  for-   j 
eign  business  of  the  vast  majority  of   ' 
United  States  companies. 

Most  of  these  payments  have  been  re- 
sponses to  extortionate  demands  by  offi- 
cials of  foreign  governments,  who  de> 
manded  them  as  a  condition  for  the  per- 
formance of  their  regular  duties  or  for 
deterring  them  from  harming  American 
corporate  interests  by  punitive  taxation, 
regulation  or  expropriation.  Most  pay- 
ments have  not  been  bribes  initiated  by 
American  businessmen  in  an  unprinci- 
pled quest  for  more  sales. 

Contrary  to  the  widely  held  view,  tte  1 
great  majority  of  payments  were  made 
by  the  managers  of  foreign  subsidiaries  I 
or  affiliates  of  multinational  companies  t 
without  the  authorization  or  knowledge  ' 
of  top  corporate  officials  in  the  United 
States.  ^ 

Political  payments  by  business  ccm- 
cems— domestic  as  well  as  foreign- 
have  been  embedded  in  the  cultures  of 
most  nations  since  the  earliest  days  of 
trade.  The  reduction  of  such  payments 
calls  for  profound  changes  in  national 
cultures  and  commercial  practices.  It 
cannot  be  brought  about  by  unilateral 
actions  of  the  United  States  Govern- 
ment, although  this  country  should  pls^ 
a  leadership  role  in  cooperating  with 
other  nations  to  reduce  corruption  in 
business-government  relations. 

Moreover,  as  Elliot  L.  Richardson 
(former  Attorney  General  and  Secre-" 
tary  of  Commerce)  has  noted,  there  is  a 
grave  doubt  whether  the  new  criminal 
statute  is  enforceable  in  cases  where 
payments  are  made  by  executives  of  - 
foreign  subsidiaries  of  United  States- 
based  companies  if  these  executives  are 
residents  and  citizens  of  foreign  coun*- 
tries  and  if  they  act  without  the  knowK  i 
edge  or  consent  of  corporate  officers  is 
the  United  States. 
Laws  now  on  the  books  of  virtual^ 
'every  nation  of  the  world  make  it  a 
crime  for  government  officials  to  solicit 
or  accept  bribes.  If  public  officials  are 


not  deterred  from  improper  conduct  by 
the  laws  of  their  own  countries,  will  they  ^ 
be  influenced  by  a  United  States  law? 

Successful  prosecution  of  a  bribe  that! 
is  conceived,  offered  and  accepted  in  a  ' 
foreign  country  would  typically  depend; 
on  information  and  witnessess  beyond  J 
the  reach  of  United  States  judicial; 
processes.  An  American  businessman 
who  is  charged  with  bribery  but  is  una-^^ 
ble  to  produce  foreign  documents  and 
foreign  witnesses  for  his  defense  would 
be  denied  the  due  process  of  law  guaran- 
teed to  him  under  the  Omstitution.       __'^ 
There  are,  in  our  judgment,  more  rf«''^: 
fective  means  available  for  reducing^  ^ 
foreign  political  payments  than  the  neW  / 
criminal  statute :  ,^ 

•American  corporations  should  adop^;^ 
stem  policies  requiring  obedience  to  the  ' 
laws  of  the  foreign  countries  in  which  f 
they  do  business,  monitor  the  actions  o^"^ 
their  foreign  agents  and  maintain  acciK 
rate  and  complete  records.  These  poli^-^^^ 
cies  should  be  enforced  by  an  audit  com:-: 
mittee  of  outside  (nonmanagement)  di-J^ 
rectors,  to  which  the  corporate  intemalrj 
audit  staff  and  the  external  auditors  re?!  t 
port  directly.  iZ 

•The  State  Department  should  protect :. 
American  companies  against  extortionN^ 
ate  demands  by  foreign  government  o^f 
ficials  and  should  be  prepared  to  invoice,^ 
eamomic  sanctions  against  govem^v, 
ments  that  violate  investment  agree-?, 
m^its  or  international  laws.  :.  I 

•Foreign  governments  should  adhere^, 
to  codes  of  responsible  behavior  toward^^- 
foreign  investments,  make  their  laws  V 
explicit,  reduce  administrative  discre*^^ 
tion,  adequately  compensate  their  pub-  »j 
lie  servants  and  enforce  their  own  laws,^' 
against  the  solicitation  or  acceptance  c^J, 
bribes.  J. 

These    measures,    taken    together, ^ 
would  go  a  long  way  toward  raising  the 
moral    level   of   business-govemmoit 
relationships  throughout  the  world.  And 
they   would    make    an    intemationsff^' 
a^eement  on  these  matters— whiclif 
would  be  extremely  difficult  to  obtain-*, 
unnecessary. 
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169.  Barry  M.  Richman,  "End  to  Foreign  PayofiFs  Won*t  Hurt  Much,  Question- 
able Practice  Unnecessary  for  Firms  with  Good  Management,**  Los  Angeles 
Times,  April  23, 1978 


A  common  argument  for  permitting  questionable 
foreign  payments  is  an  economic  one  involving 
competitive  disadvantages  for  U.S.  corporations  and 
the  American  economy.  It  is  claimed  that  if  U.S. 
companies  stop  making  such  paymeal^,  and|^«| 
foreign  competitors  do  not,  thpcV.S.  firnis  wiMo^ 
much  foreign  business,  incur  np-^ier  om&,  and'suf- 
fer  other  serious  adverse  economic  consequences 
abroad.  As  a  result,  the  U.S.  economy  will  also  suf- 
fer seriously  in  terms  of  its  balance  of  payments  and 
employment.  The  corporate  directors  and  managers 
who  were  the  most  apprehensive  about  stopping 
various  kinds  of  questionable  foreign  payments  and 
practices  typically  took  this  position. 

Many  questionable  foreign  payments  made  in  the 
past  were  not  necessary.  A  substantial  amount  of 
business  lost  by  U.S.  corporations  because  of  ques- 
tionable payments  was  lost  to  other  American  com- 
panies, and  not  to  foreign  competitors.  Often  the 
business  could  have  been  obtained  without  any 
payoffs. 

Quite  a  few  of  the  corporations  studied  which 
have  disclosed  large  improper  payments,  and  which 
have  since  taken  relatively  effective  steps  to  pre- 
vent them,  are  expenencmg  high,  if  not  record, 
revenues,  profits  and  backlogs.  However,  a  number 
of  firms  have  recently  experienced  some  significant 
lost  business  abroad  because  they  now  refuse  to  en- 
gage in  various  questionable  payments  and  prac- 
tices. 

The  president  of  a  major  pharmaceutical  compa- 
ny feels  that  some  foreign  firms  are  now  engaging 
in  questionable  payments  and  practices  not  used  by 
them  before,  and  which  they  have  probably  learned 
about  through  Securities  &  Exchange  Commission 
disclosures.  He  expressed  concern  about  an  acceler- 
ation of  this  trend  by  foreign  competitors.  Quite  a 
few  companies  are  more  concerned  about  the  anti- 
cipated and  actual  loss  of  business  and  profits  as  a 
r^ult  of  stopping  various  commercial  payments  and 
practices  than  their  losses  due  to  stopping  pobtical 
and  government  related  payments. 

Even  some  of  the  firms  which  have  not  made  or 
disclosed  any  significant  foreign  payments  have  lost 
business  in  the  last  five  years  or  so  because  they 
refused  to  niake  such  payments.  However,  the 
and  proportion  of  these  companies  are  con- 


siderably lower  than  in  the  case  of  the  firms  which 
have  made  and  disclosed  such  payments.  The  para- 
dox is  that  a  corporation  which  acquires  a  wide- 
spread rqautation  for  high  ethical  integrity,  in  part 
because  it  does  not  make  questionable  payments,  is 
frequently  less  likely  to  be  approached  for  such 
payments.  The  firms  that  are  typically  the  most 
.  vulnerable  with  regard  to  losing  signific^t  busi- 
ness and  to  other  adverse  economic  effects  are 


those  not  very  strong  ownpetitively  in  terms  of 
price,  quality,  and/or  service  in  certain  areas  of 
their  overall  business  and  which  also  have  been  en- 
gaging in  substantial  foreign  payments  and  ques- 
tionable practices. 

Sixteen  of  the  companies  in  the  sample  which 
have  disclosed  questionable  foreign  payments  c^- 
pear  to  have  lost  at  least  $1  million  in  business  by 
stepping  certain  payments,  and  about  20%  have 
evidently  lost  more  than  $10  million.  However,  in 


only  about  15%  of  these  cases  has  the  amount  of 
such  business  involved  more  than  0.5%  of  the  cor- 
poration's total  consolidated  sales  or  revenues  in 
any  one  year;  and  in  only  25%  of  the  cases  has  it 
involved  more  than  1%  of  total  foreign  revenues  or 
sales,  although  in  some  cases  the  percentage  was 
significantly  higher  in  a  particular  foreign  country. 
With  the  possible  exception  of  one  corporation,  in 
no  case  has  the  estimated  loss  of  business  exceeded 
more  than  a  few  percent  of  total  corporate  sales  or 
5%  of  total  foreign  sales. 

Information  has  been  disclosed  by  or  obtained 
from  19  of  the  firms  studies  involving  estimated 
sales  or  revenues  related  to  questionable  payments 
,  made  in  the  past  Most  of  these  companies  are 
among  the  16  that  indicated  that  they  have  recently 
lost  at  least  $1  million  in  business  by  stopping  such 
payments.  A  comparison  of  recent  business  lost  by 
the  companies  in  relation  to  their  total  consobdated 
I  sales  and  revenues,  as  well  as  theu*  total  foreign 
I  sales  or  revenues,  with  past  business  allegedly  de- 
rived becaused  of  questionable  payments  made, 
supports  the  contention  that  such  payments  were 
often  not  really  needed  in  the  past. 

The  sales  or  revenues  related  to  questionable 
payments  made  in  the  past  for  the  19  companies 
amounted  to  at  least  0.5%  of  total  corporate  sales  or 
revenues  during  the  period  investigated,  or  for  any 
one  year,  in  58%  of  the  cases,  and  over  1%  in  26% 
nf  the  ra.ses.  For  severa!  firms  the  ratio  was  sub- 
stantially more  than  1%.  In  63%  of  the  cases,  the 
past  sales  or  revenues  related  to  questionable  pay- 
ments were  more  than  1%  of  their  total  foreign 
sales  or  revenues,  and  for  21%  of  the  19  corpora- 
tions they  amounted  to  at  least  5%  of  their  total 
foreign  sales  or  revenues. 

Hence,  the  claimed  business  gains  related  to 
questionable  payments  made  in  the  past  was  signif- 
icantly greater  than  the  business  recently  lost  by 
stopping  such  payments  for  the  sample  of  firms  in- 
volved 

Quite  a  few  companies  have  recently  obtained 
large  sales  or  government  approvals  for  major 
projects  or  new  ventures  after  turning  down  re- 
quests for  payoffs  in  various  foreign  countries. 

Although  quite  a  few  companies  have  recently 
and  wiU  continue  to  experience  lost  busine^  and 
other  adverse  economic  consequences  by  refiismg 
to  make  improper  payments  or  engage  in  question- 
able practices,  this  does  not  seem  to  be  a  truly 
matenal  problem  for  most  U.S.  corporations,  or 
with  regard  to  U.S.  competitive  disadvantages  gen- 
erally. I  know  of  no  convincing  evidence  showing 
that,  in  aggregate  terms,  American  exports,  em- 
ployment or  returns  on  U.S.  foreign  mvestm^nt 
have  or  are  likely  to  suffer  significanUy  because 
U.S.  corporations  stop  making  improper  foreign 
payments.  . 

A  few  J5S.  firms  may  suffer  really  senous  ad- 
verse economic  consequences  at  times  because  they 
refiise  to  make  questionable  payments.  However, 
such  potential  adverse  consequences  are  likely  to 
be  due  in  large  part  to  ineffective  management  m 
the  past. 

It  is  a  primary  responsibifity  of  management  to 
assure  that  the  corporation  has  enough  legitimate 
compeiiUve  advantages  to  be  profitable  and  viable 
without  having  to  engage  in  Significant  qu^na- 
i  ble  payments  and  practices,  regardless  of  what 
some  conq>etitors  may  da 
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170.  "Ugandan  Plane  Deal  Delivered  Key  to  Israeli  Spy  Operation,"  Washing- 
ton Post,  September  11, 1978 


Washington  Posi  Foreign  Service  , 

LONDON — A  mysterious  Israeli  ty- 
coon and  the  Mossad,  Israeli's  intelli- 
gence service,  appear  to  have  provided 
Idi  Amin's  Uganda  Airlines  with  its 
two  Boeing  707  jetliners  as  part  of  an 
Israeli  effort  to  spy  on  Libya. 
-  The  planes,  which  fly  cargo  between 
Uganda  and  5/urope,  make  refueling 
stops  several  times  a  week  at  the  mili- 
tary airport  at  Benghazi,  Libya.  These 
visits  to  Libya,  according  to  a  source 
in  the  intelligence  community  here, 
are  at  the  heart  of  this  peculiar  af- 
fair. 

Sources  say  that  "navigators"  who 
accompany  the  planes'  regular  crews 
file  reports  that  are  later ,  shared 
among  Israeli,  British  and  U.S.  intelli- 
gence. 

The  operation,  according  to  intelli- 
gence sources,  yields  few  if  any  sec- 
rets of  value.  The  sources  here  also 
believe  that  nobody  is  fooling  any- 
1|)ody  in  this  affair. 

But  Idi  Amin  must  be  delighted  with 
M  cut-rate  service  that  transports 
."tlgandan  coffee,  officials  and  their 
mistresses, to.  Europe  and  brings  back 
»jvhiskey,  machine  tools,  livestock,  and 
;Mercedes  Benz  limousines. 
«  Intelligence  sources  here  suspect 
that  Libyan  leader  Col.  Mua'mmar 
'Qaddafi  also  likes  the  idea  of  know- 
ing what  planes  spies  will  be  arriving 
•on.  The  sources  assume  that  Qad- 
dafi's  agents  provide  Libya's  visitors 
with  appropriate  "disinformation." 
•'*  But  the  big  winner  in  this  operation 
appears  to  be  Shaul  Eisenberg,  the 
:felusive  Israeli  entrepreneur  at  its 
center. 

J  The  two  used  Boeing  707s— which 
together  with  a  used  Lockheed  C130 
jiomprise  Uganda  Airlines — got  to 
Amin  through  several  of  Eisenberg's 
pO  or  so  companies. 

'*  The  chief  Eisenberg  firm  in  these 
'deals  was  Aircraft  Trading  and  Serv- 
ices Inc.,  or  Atasco.  keadquartered  in 
Asia  House,  Eisenberg's  luxury  build- 
ing in  Tel  Aviv,  Atasco  also  has 
branches  in  the  "Eisenberg  Building" 
Jh  New  York  and  in  London. 
J  Atasco  was  put  together  in  1971  by 
'Executives  of  Israeli  Aircraft  Indust- 
ries, a  wholly  owned  subsidiary  of  the 
Israeli  Defense  Ministry  that  makes 
ODlanes  and  missiles. 


-^^  Eisenberg  got  into  Aiasco  aa  «.. 
■fequal  partner  with  Israeli  Aircraft  for 
|500,000  in  cash;  After  the  1973  Middle 
|East  war,  Israeli  Aircraft,  staggered 
'^y  scandals,  sold  its  share  in  Atasco  to 
Eisenberg,  Jleaving  him  its  sole  owner. 
{  The  rest  of  Atasco's  original  capital, 
$5  million,  came  from  the  U.S.  Export- 
import  Bank,  which  is  supposed  to 
make  loans  to  promote  American  ex- 
ports. 

\  The  Ex-Im  Bank  certainly  found 
the  right  man  in  Eisenberg.  He  quick- 
Jy  turned  into  an  eager  customer  for 
jPan  American  iVirways'  used  Boeing 
j707s. 

4  Atasco  bought  12  or  15  of  the  ad- 
jVances  series  "C"  707s  that  Pan  Am 
•was  selling  and  purchased  six  out  of 
!len  earlier  series  "C"  707s  being  sold 
by  the  airline. 

At  its  Israeli  hangars,  currently 
jammed  with  707s  bearing  obscure 
markings,  Atasco  remodels  the  in- 
teriors to  suit  customers  and  naints 

on  their  proud  colors  —  Iran  Air, 
Tarom  of  Romania,  Uganda  Airlines. 

In  May  1976,  Atasco  sold  the  707 
that  was  once  Pan  Am's  "Clipper 
Jupiter"  to  a  firm  in  Zurich,'  which 
dealt  it  on  to  Amin. 

Intelligence  sources  say  that  the 
head  of  this  Zurich  firm  is  a  15-year 
veteran  of  Mossad,  the  Israeli  in- 
telligence agency,  and  that  the  firm 
is  an,  agency  "laundry."  It  exists, 
these  sources  say,  to  pass  on  Mossad 
funds  for  deals  in  which  the  Israeli 
secret  service  is  interested. 

By  the  time  somebody  decided  in 
1977  that  Uganda  Airlines  should 
double  its  707  fleet,  the  Carter  ad- 
ministration had  taken  office  and  the 
State  Department  was  examining  all 
export  licenses  to  see  if  the  product 
might  be  used  in  the  suppression  of 
human  rights. 

Since  it  seemed  unlikely  the  sale  of 
another  707  to  Uganda  would  be  ap- 
proved, Atasco  sold  the  plane  that 
once  flew  as  Pan  Am's  "Clipper  Un- 
daunted" to  something  called  Ronair 
Inc.,  which  then  leased  the  707  to 
Uganda  Airlines. 

Ronair — three  people  and  Presi- 
-  .dimi  Fred  Solomon — by  remarkable 
comcidence  snares  an  office  with 
Eisenberg's  Atasco  in  the  Eisenberg 
Building  at  4  E.  39th  St.  in  New  York 
City.  Nobody  at  Ronair  would  talk  to 
the   Washington  Post. 
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Since  Amin,  when  he  seized  power, 
killed  most  of  Uganda's  trained  pilots, 
his  airline  was  short  of  crew«.  So  to 
fly  his  707s,  Amin — or  his  suppliers — 
turned  to  a  U.S.  firm,  Aviation  Tech- 
nial  Assistance  and  Service  Co.,  or 
Avtec,  of  Burlington,  Calif. 

This  firm,  which  supplies  air  crews, 
is  said  to  have  no  formal  intelligence 
links.  Its  president,  John  McEvoy,  ini- 
tially told  a  reporter  who  called  on 
him  at  Avtec's  London  office  that  he 
could  not  remember  who  had  brought 
him  the  Uganda  Airlines  contract. 
Then  he  remembered  it  was  the  Swisi- 
firm. 

Under  questioning,  he  finally 
acknowledged  that  "we're  a  subcon- 
tractor" of  the  Swiss  firm. 

McEvoy  was  also  certain  that  his 
firm  had  no  ties  with  Eisenberg's 
Atasco.  However,  at  least  one  pilot 
hired  by  Avtec  to  fly  for  Uganda  Air- 
lines recalls  that  his  training  on  the 
707  was  held  up  for  lack  of  a  $15,000 
payment.  This  pilot  simply  called 
Atasco  in  Tel  Aviv  to  pay  Avtec's  debt 
and  the  money  arrived  promptly. 
McEvoy  said  he  thought  there  had 
been  some  mistake. 

While  McEvoy's  firm  supplies  the 
pilots,  however,  it  does  not  supply 
Uganda  Airlines  with  navigators.  In- 
deed, pilots  assert  that  none  are 
needed  on  the  Uganda  Airlines 
planes. 

However,  several  have  been  spotted 
by  other  air  crews.  Intelligence 
sources  here  say  it  is  the  "navigators" 
who  do  the  looking  when  Ugandan 
planes  call  in  Benghazi. 

Whether  they  see  anything  worth- 
while is  doubted  here. 

One  of  the  most  fascinating  figures 
in  this  whole  affair  is  Eisenberg,  the 
Yiddish-speaking  tycoon  who  never 
speaks  with  the  press. 

In  Israel,  much  is  known  of  him, 
however.  He  was  bom  in  Municli  in 
1926,  somehow  got  to  Japan  and  there 
married  the  daughter  of  an  Austrian 
painter  and  his  Japanese  wife.  Eisen- 
berg is  thought  to  have  sat  out  the 
war  years  in  Japan. 

After  the  war,  like  several  other 
fabled  international  operators,  Eisen- 
berg started  his  fortune  by  dealing 

_in    surplus    v.crpons.    He    prospered. 

» 
.   His  family  multiplied.  So  did  his  cor- 
porate entities. 


Today  he  boasts  comtortable  homes 
in  Tokyo,  London,  Zurich  and  Savyon, 
a  wealthy  suburb  of  Tel  Aviv.  Four 
of  his  married  daughters  live  in  Israel. 
A  fifth  lives  in  a  villa  at  Hampstead, 
London's  version  of  Cleveland  Park. 

Eisenberg  himself  maintains  an 
apartment  there  in  a  substantial  build- 
ing nearby.  Two  floors  below  him  live 
his  son  Erwin  and  Erwin's  wife.  The 
Hampstead  Eisenbergs  are  as  untalka- 
tive  with  a  reporter  as  are  those  in 
Israel.  Like  Eisenberg's  various  aides, 
his. family  professes  never  to  know 
where  he  is  or  when  he  will  be  back. 

Eisenberg's  business  empire,  which 
operates  all  over  the  globe,  includes 
at  least  70  concerns  in  one  holding 
company  alone,  United  Development 
Inc.  Atasco  is  one  of  United's  sub- 
sidiaries. 

Outside  United's  grasp  is  Eisen- 
berg's Eisenberg  Export  Co.,  Barged 
Trading  Co.,  Asia  House  and  others. 

Eisenberg  is  clearly  a  persuasive 
man.  He  is  the  sole  beneficiary  of 
what  in  Israel  is  called  "the  Eisenberg 
law."  It  exempts  from  tax  certain 
companies  that  do  business  abroad. 
Ra  far.  it  fits  only  Eisenberg. 

Israeli  experts  say  that  a  contribu- 
tion of  10  million  Israeli  pounds  for 
a  hospital  in  Jaffa  helped  create  a 
favorable  political  climate  for  enact- 
ment of  the  law. 

It  is  not  clear  what  nationality  he 
really  is.  One  report  says  he  carries  an 
Austrian  passport.  But  Eisenberg  is  ob- 
viously eager  to  keep  close  to  Israel's 
povl^r  elite.  He  staffs  his  companies 
with  high-ranking  former  officers,  dip- 
lomats and  the  like. 

At  the  Israeli  Aircraft  Industries 
hangar  where  Atasco  work  is  done,  Ei- 
senberg is  currently  outfitting  one  of 
his  707s  for  his  own  use.  It  will  serve 
as \a  flying  office  to  keep  him  in  touch 
with  his  business  world,  more  or  less 
conterminous  with  the  planet. 

A  recent  and  vain  call  to  Atasco's 
London  office  turned  up  the  report  that 
Eisenberg  was  in  Hanoi,  "negotiating 
a  big  deal." 

He  does  not  always  take  all  branches 
of  the  Israeli  government  into  his  con- 
fidence. When  the  late  finance  minis- 
ter, .Pinhas  Sapir,  first  learned  of 
Eisenberg's  partnership  with  Israeli 
Aircraft  in  Atasco,  Sapir  remarked: 
"We  were  shown  a  bride  who  is  slight- 
ly pregnant." 
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But  Eisenberg  obviously  has  a  charm 
that  overcomes  resentment.  It  was  Sapir 
who    pushed    through    the    "Eisenberg 

law." 

Th,  re  are  frequent  but  unsubstan- 
uate  reports  that  Eisenberg  operates 
mo5iy  from  Central  America  these 
day,.  Among  other  things,  he  is  the 
Fa^amanian  honorary  general  consul 
in  Tel  Aviv. 

Like  Eisenberg,  the  Mossad  could 
not  be  reached  for  comment  on  this 

ftiTm.ir'"^^^'   ^'^^   ^"^^^°'   Pretends 
Its  intelligence  service  does  not  exist. 

As  for  the  putative  Mossad  man  in 
Zurich,  his  secretary  said  her  boss  was 
unreachable,  "on  a  boat." 

Washington  Post  staff  writers  Fred 
Barbash  in  Washington  and  Lee  Les- 
coze  in  New  York  contnbuted  to  this 
story  as  did  special  correspondent 
Yuval  Ehzur  in  Tel  Amv. 
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